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)URP� VSDFH� H[SORUDWLRQ� WR� HQYLURQPHQWDO� SUHVHUYDWLRQ�� IURP
PLOLWDU\� LQWHUYHQWLRQV� WR� LQWHUQDWLRQDO� VSRUWV� OHDJXHV�� JOREDO� UHODWLRQ�
VKLSV�DUH�WDNLQJ�RQ�UHYROXWLRQDU\�IRUPV�DQG�PDNLQJ�SHRSOH��LQVWLWXWLRQV
DQG� QDWLRQV�PRUH� LQWHUGHSHQGHQW� WKDQ� HYHU� EHIRUH��2QH� DVSHFW� RI� RXU
OLYHV�XQGHUJRLQJ�D�IXQGDPHQWDO�WUDQVIRUPDWLRQ�LV�WKH�ZD\�ZH�GR�EXVL�
QHVV��ZLWK�RXU�QHLJKERUV�DQG�ZLWK�SHRSOH�DFURVV�WKH�VHDV��,I�UXUDO�.HQ�
WXFN\� HPEUDFHV� WKHVH� FKDQJHV�� WKH� EHQHILWV� FRXOG� UHVXOW� LQ� KLJKHU
LQFRPHV� DQG� EHWWHU� VWDQGDUGV� RI� OLYLQJ�� )DLOXUH� WR� DGDSW� WR� WKH� QHZ
EXVLQHVV�HQYLURQPHQW�ZLOO�QRW�UHVXOW�LQ�VWDJQDWLRQ�EXW�ORVV��,QGHHG��WKH
YHU\�H[LVWHQFH�RI�RSHQ�PDUNHWV�PHDQV�WKDW�ZH�DUH� LQ�FRPSHWLWLRQ�ZLWK
JRYHUQPHQWV� ZKLFK� KDYH� GHYHORSHG� FRJHQW�� FRPSUHKHQVLYH� DQG� IRU�
ZDUG�ORRNLQJ� GHYHORSPHQW� SODQV�� ZH� DUH� LQ� FRPSHWLWLRQ� ZLWK� IRUHLJQ
SURGXFHUV�RI�JRRGV�DQG�VHUYLFHV�ZKR�XVH�VWDWH�RI�WKH�DUW�PDQXIDFWXULQJ
DQG�LQIRUPDWLRQ�V\VWHPV��DQG�ZH�DUH�LQ�FRPSHWLWLRQ�ZLWK�IRUHLJQ�ZRUN�
HUV�ZKR�PD\�KDYH�D�EHWWHU�HGXFDWLRQ�RU�GHPDQG�ORZHU�ZDJHV�RU�ERWK�
7KH�UHDO�TXHVWLRQ�LV�QRW�ZKHWKHU�WR�FRPSHWH�JOREDOO\��EXW�KRZ�WR�GR�LW�

:H� EHJLQ� WKLV� UHSRUW� E\� DVNLQJ� KRZ� JOREDOL]DWLRQ� PLJKW� DIIHFW
WZR�FRUQHUVWRQHV�RI�.HQWXFN\
V�UXUDO�HFRQRP\³DJULFXOWXUH�DQG�PDQX�
IDFWXULQJ��1H[W��ZH�UHSRUW�WKH�UHVXOWV�RI�D�VXUYH\�RI�UXUDO�PDQXIDFWXULQJ
ILUPV��DQG�H[SORUH�WKH�TXHVWLRQ�RI�ZKHWKHU�UXUDO�ILUPV�DUH�SUHSDUHG�IRU
DQ� HUD� RI� LQFUHDVHG� FRPSHWLWLRQ� DQG� LQFUHDVHG� RSSRUWXQLW\�� )ROORZLQJ
WKH�VXUYH\�LV�D�VSHFLDO�VHFWLRQ�IURP�'U��5�(��%XUQHWW��$VVLVWDQW�'LUHFWRU
RI� WKH� 3DWWHUVRQ� 6FKRRO� RI� 'LSORPDF\� DQG� ,QWHUQDWLRQDO� &RPPHUFH� DW
WKH�8QLYHUVLW\�RI�.HQWXFN\��'U��%XUQHWW�H[SODLQV�ZK\�PDQ\�VPDOO�DQG
UXUDO�ILUPV�DUHQ
W�ZHOO�SUHSDUHG�IRU�JOREDOL]DWLRQ�DQG�VXJJHVWV�ZKDW�FDQ
EH�GRQH�WR�KHOS�WKHVH�ILUPV��:H�FRQFOXGH�ZLWK�D�GLVFXVVLRQ�RI�HPHUJLQJ
VWUDWHJLHV� ZKLFK� HQDEOH� UXUDO� ILUPV� WR� KHOS� WKHPVHOYHV� EHFRPH� PRUH
FRPSHWLWLYH�

FARMS

,Q� UHFHQW� \HDUV� 8�6�� H[SRUWV� RI� EXON� DJULFXOWXUDO� SURGXFWV� KDYH
VORZHG�ZKLOH� H[SRUWV� RI� LQWHUPHGLDWH� SURGXFWV� KDYH� UHPDLQHG� VWHDG\
DQG�H[SRUWV�RI�FRQVXPHU�RULHQWHG�DJULFXOWXUDO�SURGXFWV�KDYH�WDNHQ�RII�
([SRUWV� RI� YDOXH�DGGHG� FRQVXPHU�RULHQWHG� DJULFXOWXUDO� SURGXFWV� URVH
����� ELOOLRQ� LQ� ����� WR� D� UHFRUG� ������ ELOOLRQ�� ZKLOH� H[SRUWV� RI
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EXON�FRPPRGLWLHV� IHOO�DOPRVW����ELOOLRQ�WR�����ELOOLRQ� �)RUHLJQ�$JULFXO�
WXUDO�6HUYLFH������D���9DOXH�DGGHG�LQWHUPHGLDWH�DQG�FRQVXPHU�RULHQWHG
SURGXFWV�FRPSULVHG����SHUFHQW�RI�8�6��DJULFXOWXUDO� H[SRUWV� LQ�������XS
IURP�DERXW����SHUFHQW� MXVW� ���\HDUV� HDUOLHU��(LJKW\�ILYH�SHUFHQW�RI�8�6�
DJULFXOWXUDO� H[SRUW� JURZWK� VLQFH� ����� LV� DWWULEXWDEOH� WR� YDOXH�DGGHG
SURGXFWV��*ROGWKZDLW��������

8QIRUWXQDWHO\��HYHQ�DV�WKH�LQWHUQDWLRQDO�PDUNHW� IRU�YDOXH�DGGHG
DJULFXOWXUDO�SURGXFWV�JURZV��.HQWXFN\�UHPDLQV�GHILFLHQW�LQ�YDOXH�DGGHG
EXVLQHVVHV� UHODWHG� WR� DJULFXOWXUH��1HZ� FDSLWDO� LQYHVWPHQW� LQ�.HQWXFN\
ODJV�EHKLQG�WKH�8QLWHG�6WDWHV�DV�D�ZKROH��8QLYHUVLW\�RI�.HQWXFN\�&HQWHU
IRU�$JULFXOWXUDO�([SRUW�'HYHORSPHQW���������DQG�.HQWXFN\�IDUPHUV�UDLVH
FURSV� DQG� DQLPDOV� WKDW�PXVW� EH� VKLSSHG� RXW� RI� VWDWH� WR� EH� SURFHVVHG�
7KLV�GHILFLHQF\� LQ�YDOXH�DGGHG�EXVLQHVVHV�GRHV�QRW�ERGH�ZHOO� IRU�.HQ�
WXFN\� LQ� WKH� LQWHUQDWLRQDO� HFRQRP\�� $V� GHYHORSLQJ� FRXQWULHV� EHFRPH
PRUH� FRPSHWLWLYH� LQ� WKH� EXON� FRPPRGLWLHV� VHFWRU� DQG� 8�6�� DJULEXVL�
QHVVHV�HVWDEOLVK�WKHLU�SUHVHQFH�LQ�RWKHU�FRXQWULHV��.HQWXFN\�ULVNV�EHLQJ
OHIW�EHKLQG�

FACTORIES

0DQXIDFWXULQJ�LV�IDU�PRUH�LPSRUWDQW�WR�WKH�VWDWH
V�HFRQRP\�WKDQ
VRPH�RI�WKH�LQGXVWULHV�WUDGLWLRQDOO\�DVVRFLDWHG�ZLWK�.HQWXFN\��1HDUO\���
SHUFHQW�RI�.HQWXFN\
V�HDUQLQJV�FRPH�IURP�PDQXIDFWXULQJ�HPSOR\PHQW�
GRZQ� MXVW� VOLJKWO\� VLQFH�������%\�FRPSDULVRQ��PLQLQJ
V� FRQWULEXWLRQ� WR
VWDWH� HDUQLQJV�� WKRXJK� IOXFWXDWLQJ� GUDPDWLFDOO\�� KDV� QRW� HYHQ� UHDFKHG
WHQ�SHUFHQW�GXULQJ� WKH�SDVW����\HDUV�� DQG� LV� FXUUHQWO\�DERXW� WKUHH�SHU�
FHQW��%($���������&RPSDUHG�WR�WKH�8QLWHG�6WDWHV�DYHUDJH��.HQWXFN\�UH�
FHLYHV� D� ODUJHU� VKDUH� RI� LWV� HDUQLQJV� IURP� PDQXIDFWXULQJ� DQG� KDV� D
KLJKHU�SHUFHQWDJH�RI�LWV�MREV�LQ�PDQXIDFWXULQJ�

7KH�JURZWK�RI�PDQXIDFWXULQJ� DEURDG�PD\� OHDG� VRPH�SHRSOH� WR
EHOLHYH� WKDW� WKH� VXQ� LV� VHWWLQJ� RQ� $PHULFDQ�PDQXIDFWXULQJ�� +RZHYHU�
WKH�%XUHDX�RI�/DERU� 6WDWLVWLFV� UHFHQWO\� REVHUYHG� WKDW� �LQ� WHUPV�RI� SUR�
GXFWLRQ��HIILFLHQF\��DQG�FRPSHWLWLYHQHVV��8�6��PDQXIDFWXULQJ�LV�KROGLQJ
LWV�RZQ���0LWWHOKDXVHU��������S������

+RZ�.HQWXFN\
V�UXUDO�FRXQWLHV�ZLOO�EH�DIIHFWHG�E\�WKH�JURZWK�RI
WKH�LQWHUQDWLRQDO�HFRQRP\�SDUWO\�GHSHQGV�RQ�KRZ�VHQVLWLYH�UXUDO�PDQX�
IDFWXULQJ�LQGXVWULHV�DUH�WR�JOREDO�WUDGH��0DQ\�RI�.HQWXFN\
V�UXUDO�FRXQ�
WLHV�KDYH�KXQGUHGV�RI�MREV�LQ�H[SRUW��RU�LPSRUW�VHQVLWLYH�PDQXIDFWXULQJ
LQGXVWULHV��DQG�LQ�VRPH�FRXQWLHV� WKHVH� MREV�FRQVWLWXWH�D�YHU\� ODUJH�SHU�
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FHQWDJH�RI�WRWDO�HPSOR\PHQW��/RZ�VNLOO��ORZ�ZDJH�PDQXIDFWXULQJ�LQGXV�
WULHV�LQ�WKH�8QLWHG�6WDWHV�ZLOO�ILQG�LW�LQFUHDVLQJO\�GLIILFXOW�WR�FRPSHWH�DV
EDUULHUV�WR�ZRUOG�WUDGH�FRQWLQXH�WR�IDOO��0DQ\�RI�WKH�MREV�LQ�WKHVH�LQGXV�
WULHV�DUH�YXOQHUDEOH�WR�EHLQJ�PRYHG�RYHUVHDV�

$SSDUHO���2QH�PDQXIDFWXULQJ�LQGXVWU\�ZKLFK�PD\�EH�SDUWLFXODUO\
DIIHFWHG�E\�JOREDOL]DWLRQ�LV�WKH�DSSDUHO�LQGXVWU\��%HWZHHQ������DQG�����
PRUH� WKDQ� RQH�KDOI� RI� WKH� 8�6�� PDUNHW� IRU� VRPH� W\SHV� RI� DSSDUHO� EH�
ORQJHG� WR� IRUHLJQ� SURGXFHUV��0RUHRYHU�� LPSRUWV� RI�PDQ\� W\SHV� RI� DS�
SDUHO�DUH�ULVLQJ�TXLFNO\� �%HGQDU]LN���������:KLOH�DQ\�FKDQJHV�DIIHFWLQJ
DSSDUHO� PDQXIDFWXULQJ� LQ� WKH� 8QLWHG� 6WDWHV� ZLOO� VXUHO\� EH� IHOW� LQ� WKH
&RPPRQZHDOWK��WKH�DSSDUHO�LQGXVWU\�LQ�.HQWXFN\�LV�GLIIHUHQW�IURP�WKH
UHVW�RI�WKH�QDWLRQ�LQ�VHYHUDO�UHVSHFWV��7KLV�GRHV�QRW�PHDQ�WKDW� WKH�VWDWH
ZLOO�EH� LQVXODWHG� IURP�JOREDO� WUHQGV�DIIHFWLQJ� WKH� LQGXVWU\�� EXW� LW�GRHV
VXJJHVW� WKDW� .HQWXFN\� KDV� VRPH� VWUHQJWKV� ZKLFK�� LI� SXW� WR� JRRG� XVH�
PD\�KHOS�DSSDUHO�PDQXIDFWXULQJ�UHWDLQ�LWV�UROH�LQ�WKH�VWDWH�HFRQRP\�

:RRG�3URGXFWV�� �'HVSLWH� UHPDLQLQJ� WUDGH� EDUULHUV��ZRUOG� WUDGH
RIIHUV� PDQ\� RSSRUWXQLWLHV� IRU� WKH� ZRRG� SURGXFWV� LQGXVWU\�� *URZLQJ
SRSXODWLRQV� DQG� LPSURYHG� VWDQGDUGV� RI� OLYLQJ� LQ� GHYHORSLQJ� QDWLRQV
VKRXOG�EHQHILW� WKH�8�6��ZRRG�SURGXFWV� LQGXVWU\��%HFDXVH�SRSXODWLRQ� LV
LQFUHDVLQJ�LQ�RWKHU�SDUWV�RI� WKH�ZRUOG�DW�D�PXFK�IDVWHU�UDWH�WKDQ�LQ�WKH
8QLWHG� 6WDWHV�� IRUHLJQ�PDUNHWV� DUH� DQG�ZLOO� FRQWLQXH� WR� EH�PDMRU� FXV�
WRPHUV�IRU�8�6��ZRRG�SURGXFWV��+RZHYHU��GHYHORSLQJ�QDWLRQV·�VKDUH�RI
ZRRG�SURGXFWLRQ�LV�DOVR�LQFUHDVLQJ�DQG�ZLOO�FRPSHWH�ZLWK�8�6��SURGXFWV
LQ�WKH�LQWHUQDWLRQDO�DUHQD�

7KH�'HSDUWPHQW� RI�&RPPHUFH� DQG� WKH� ,QWHUQDWLRQDO� 7UDGH�$G�
PLQLVWUDWLRQ� SUHGLFW� WKDW� �H[SRUWV� >RI� KDUGZRRG� SO\ZRRG� DQG� YHQHHU
ZLOO@� FRQWLQXH� WR�JURZ�DQG�RIIHU�RQH�RI� WKH� LQGXVWU\
V�EHVW�JURZWK�RS�
SRUWXQLWLHV� EHFDXVH� RI� WKH� LQFUHDVLQJ� FRQFHUQ� RYHU� WURSLFDO� GHIRUHVWD�
WLRQµ��������S�������7KH�JURZWK�SRWHQWLDO�IRU�WKHVH�SURGXFWV�LV�UHIOHFWHG�LQ
WKH����SHUFHQW�LQFUHDVH�LQ�SO\ZRRG�H[SRUWV�EHWZHHQ������DQG������

$V�ZLWK� VR�PDQ\�RWKHU� LQGXVWULHV��8�6�� H[SRUW� VWUHQJWK� LQ�KDUG�
ZRRG� SURGXFWV� OLHV� LQ� GHOLYHULQJ� D� KLJK�YDOXH� SURGXFW� FXVWRPL]HG� WR
FRQVXPHU� QHHGV�� 7KHVH� H[SRUWV� KDYH� EHHQ� LQFUHDVLQJ�� EXW� .HQWXFN\
GRHV�QRW�DSSHDU�WR�EH�LQ�D�JRRG�SRVLWLRQ�WR�EHQHILW�PXFK�EHFDXVH�WKH�LQ�
GXVWU\�KDV�UHPDLQHG�FKURQLFDOO\�XQGHUGHYHORSHG��%HFDXVH�RI�HPHUJLQJ
JURZWK�RSSRUWXQLWLHV�RYHUVHDV�DPRQJ�FRQVXPHUV�ZKR�PD\�KDYH�GLIIHU�
HQW�WDVWHV�DQG�QHHGV��SURGXFW�DQG�PDUNHW�UHVHDUFK�ZLOO�EHFRPH�LQFUHDV�
LQJO\�HVVHQWLDO��7KH�OLPLWHG�UHVRXUFHV�RI�VPDOO�ILUPV�ZKLFK�SUHGRPLQDWH
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LQ�.HQWXFN\�PD\�SURKLELW� FULWLFDO� UHVHDUFK� DQG� GHYHORSPHQW��$V� D� UH�
VXOW��.HQWXFN\�FRXOG�PLVV�LPSRUWDQW�DQG�EURDGO\�EHQHILFLDO�RSSRUWXQL�
WLHV�

FREE TRADE: ARE WE PREPARED?

$Q�LQIRUPDO�VXUYH\�RI�PDQXIDFWXUHUV�LQ����UXUDO�FRXQWLHV�UHYHDOV
D�IDLUO\�ORZ�OHYHO�RI�NQRZOHGJH�DERXW�1$)7$��*$77��DQG�LQWHUQDWLRQDO
TXDOLW\�VWDQGDUGV��2XU�UHVHDUFK�DOVR�SURYLGHV�LPSRUWDQW�LQIRUPDWLRQ�RQ
PDQXIDFWXUHUV
� EHOLHIV� DERXW�KRZ� WKHLU� FRPSDQLHV� DQG� WKHLU� LQGXVWULHV
ZLOO�EH�DIIHFWHG�E\�JOREDOL]DWLRQ��KRZ�PXFK�PDQXIDFWXUHUV�KDYH�WULHG�WR
LQFUHDVH�WKHLU�H[SRUWV��DQG�ZKHWKHU�WKH\�KDYH�DFFHVV�WR�QHHGHG�LQIRUPD�
WLRQ�

$V�H[SHFWHG��ILUPV�ZKLFK�VHOO�WKHLU�SURGXFWV�DEURDG�JHQHUDOO\�DUH
PRUH�IDPLOLDU�ZLWK�1$)7$��*$77�DQG�,62�������DOWKRXJK�IRU�H[SRUWHUV
DQG�QRQ�H[SRUWHUV�DOLNH�WKH�VFRUHV�DUH�QRW�HVSHFLDOO\�KLJK��3RVVLEO\�GXH
WR� WKH� LQWHQVH� VFUXWLQ\� LW� UHFHLYHG� GXULQJ� WKH� UDWLILFDWLRQ� SURFHVV�
1$)7$� LV� WKH�PRVW� IDPLOLDU� WR� UHVSRQGHQWV�� )DPLOLDULW\�ZLWK�*$77� LV
PXFK�ORZHU��HYHQ�DPRQJ�WKH�ILUPV�ZKLFK�H[SRUW��2QO\�WKUHH�SHUFHQW�RI
H[SRUWHUV�UHSRUWHG�EHLQJ��YHU\�IDPLOLDU��ZLWK�*$77��WKH�VDPH�SHUFHQW�
DJH� DV� QRQ�H[SRUWHUV��� ZKLOH� PRUH� WKDQ� ��� SHUFHQW� RI� H[SRUWHUV� DQG
PRUH�WKDQ����SHUFHQW�RI�QRQ�H[SRUWHUV�UDWHG�WKHLU�IDPLOLDULW\�ZLWK�*$77
ORZ� RU� YHU\� ORZ�� ([SRUWHUV� DUH� IDU�PRUH� IDPLOLDU� ZLWK� ,62� ����� WKDQ
QRQ�H[SRUWHUV��EXW�HYHQ�IRU�H[SRUWHUV��WKH�VFRUHV�DUH�IDLUO\�ORZ�

7KH�VXUYH\�DVNHG�H[SRUWHUV�KRZ�PXFK��RYHU�WKH�SDVW�WZR�\HDUV�
WKH\�KDYH�H[SORUHG�WKH�SRVVLELOLW\�RI�LQFUHDVLQJ�H[SRUWV��DQG�DVNHG�QRQ�
H[SRUWHUV�KRZ�PXFK�WKH\�KDYH�FRQVLGHUHG�EHJLQQLQJ�WR�H[SRUW��$V�ZLWK
WKH�TXHVWLRQV�RQ�IDPLOLDULW\�ZLWK�1$)7$��*$77�DQG�,62�������UHVSRQ�
GHQWV�VFRUHG�WKHPVHOYHV�RQ�D�VFDOH�IURP�RQH�WR�ILYH��$JDLQ��VFRUHV�ZHUH
JHQHUDOO\�YHU\� ORZ��0RUH�WKDQ�RQH�WKLUG�RI�DOO�H[SRUWHUV�GHPRQVWUDWHG
OLWWOH�LQWHUHVW�LQ�LQFUHDVLQJ�WKHLU�H[SRUWV��7KH�QXPEHUV�IRU�QRQ�H[SRUWHUV
DUH�IDU�ORZHU��(LJKW\�IRXU�SHUFHQW�RI�QRQ�H[SRUWHUV�JDYH�WKHPVHOYHV�WKH
ORZHVW�SRVVLEOH�VFRUH��D�RQH��IRU�KRZ�PXFK�WKH\�KDYH�H[SORUHG�WKH�SRV�
VLELOLW\�RI�EHJLQQLQJ�WR�H[SRUW��2QO\�VL[�SHUFHQW�VFRUHG�WKHPVHOYHV�D�IRXU
RU�D�ILYH�
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OBSTACLES FOR RURAL FIRMS

)RU�.HQWXFN\�EXVLQHVVHV�WKDW�KDYH�ORQJ�EHHQ�HQJDJHG�LQ�H[SRUW�
LQJ��WKHUH�LV�OLWWOH�SUREOHP�FRQWLQXLQJ�WR�GR�VR��DV�ORQJ�DV�WKH\�PRQLWRU
WKHLU�PDUNHWV�DQG�SODQ�DFFRUGLQJO\��)RU�PDQ\�VPDOOHU�EXVLQHVVHV��HYHQ
WKRVH�ZLWK� D� UHODWLYH� DGYDQWDJH� LQ� H[SRUW� SRWHQWLDO�� WKH� SUREDELOLW\� RI
VXFFHVV�LV�PXFK�ORZHU�GXH�WR�D�QXPEHU�RI�REVWDFOHV�ZKLFK�VHUYH�WR�GH�
WHU��DQG��DW�ZRUVW��GHIHDW�WKH�HIIRUW�DOWRJHWKHU�

.QRZOHGJH� RI� )RUHLJQ� 0DUNHWV�� � 7KH� IXQGDPHQWDO� SUREOHP
ZKLFK�LQKLELWV�JURZWK�LQ�H[SRUWV��LQ�WHUPV�RI�QHZ�H[SRUWLQJ�EXVLQHVVHV�
LQ�.HQWXFN\� LV� VLPSO\� WKDW� D�PDMRULW\�RI�.HQWXFN\�SURYLGHUV�RI�JRRGV
DQG�VHUYLFHV�FRQWLQXH�WR�IRFXV�RQO\�RQ�GRPHVWLF�PDUNHWV��7KHUH�LV�PXFK
HYLGHQFH�WR�VXJJHVW�ZK\�WKLV�LV�VR��EXW��HVVHQWLDOO\��.HQWXFN\�EXVLQHVVHV
KDYH� GHYHORSHG� LQ� DFFRUGDQFH� ZLWK� WKH� PDUNHW� IRUFHV� RI� D� �PLGGOH
$PHULFD�� DQG� D� UHJLRQDO� HFRQRP\�� 7KLV� PDUNHW� WUDGLWLRQDOO\� KDV� QRW
EHHQ�FRQQHFWHG�WR�WKH�JOREDO�HFRQRP\�H[FHSW�IRU�FHUWDLQ�VHFWRUV��VXFK�DV
HQHUJ\��FRDO�DQG�RLO���WUDQVSRUWDWLRQ��DXWRV�DQG�DXWR�SDUWV���DQG�DJULFXO�
WXUH��WREDFFR�DQG�FRUQ��

5HJXODWLRQ�� � ,URQLFDOO\��DW�D� WLPH�ZKHQ�JOREDO�PDUNHWV�RIIHU� WKH
JUHDWHVW�RSSRUWXQLW\�� WKH�DUFKLWHFWXUH� IRU� LQWHUQDWLRQDO� WUDGH�KDV�QHYHU
EHHQ�PRUH�FRPSOLFDWHG��,Q�IDFW��QHZ�LQWHUQDWLRQDO�DJUHHPHQWV�GHVLJQHG
WR�RSHQ�DQG�HDVH� WUDGH�KDYH�KDG�TXLWH� WKH� RSSRVLWH� HIIHFW�� /RFDO� EXVL�
QHVVHV� DQG� JRYHUQPHQWV�PXVW�PDNH� VHQVH� RI� QHZ� SDSHUZRUN� DQG� LQ�
FUHDVLQJO\�UHO\�RQ�VSHFLDOL]HG�DWWRUQH\V�DQG� WUDGH�DQDO\VWV� WR� LQWHUSUHW
WKH�QHZ�UXOHV�DQG�UHJXODWLRQV³D�WLPH�FRQVXPLQJ�DQG�H[SHQVLYH�SURF�
HVV�

)LQDQFH�� �3HUKDSV� WKH�PRVW� LPSRVLQJ� REVWDFOH� WR� H[SRUWLQJ� LV� D
GLIILFXOW� ILQDQFLDO� HQYLURQPHQW�� .HQWXFN\� EXVLQHVVHV� DUH� ULVN�DYHUVH
ZKHQ�LW�FRPHV�WR�H[SRUWLQJ�ZLWKLQ�WKH�VFRSH�RI�XQFHUWDLQWLHV� WKDW�DULVH
IURP�D�VKLIWLQJ�UHJXODWRU\�HQYLURQPHQW��+RZHYHU��WKHLU�SRWHQWLDO�ILQDQ�
FLHUV��EDQNV��DUH�HYHQ�PRUH�ULVN�DYHUVH�XSRQ�H[DPLQLQJ�WKH�FUHGLWZRU�
WKLQHVV� RI� VPDOO� WR� PHGLXP�VL]H� EXVLQHVVHV� VHHNLQJ� WR� H[SRUW� WR
XQFHUWDLQ�PDUNHWV�IRU�WKH�ILUVW�WLPH�

&RQFOXVLRQ���.HQWXFN\
V�VLVWHU�VWDWHV�DUH�DOVR�ZRUNLQJ�YHU\�KDUG
WR� LQFUHDVH� H[SRUW� HDUQLQJV�� FUHDWLQJ� D� PRUH� FRPSHWLWLYH� H[SRUW� HQYL�
URQPHQW��:KLOH�PRVW� VWDWHV� DUH� GHYHORSLQJ� LQ�VWDWH� DUFKLWHFWXUH� LQ� DQ
HIIRUW� WR� JLYH� WKHLU� LQGLJHQRXV� EXVLQHVVHV� D� FRPSHWLWLYH� DGYDQWDJH� LQ
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ZRUOG� PDUNHWV�� LW� LV� VXJJHVWHG� KHUH� WKDW� HIIRUWV� SODFHG� DW� WKH� �JUDVV
URRWV��OHYHO�ZLOO�DFKLHYH�WKH�JUHDWHVW�JDLQV�RYHU�WLPH�

NETWORKS: A LOCAL APPROACH

7KH�FKDOOHQJH�SRVHG�E\�OLPLWHG�DQG�IUDJPHQWHG�UHVRXUFHV�FDQ�EH
RYHUFRPH�E\�FROODERUDWLRQ��3RROHG�UHVRXUFHV�DW�WKH�ORFDO�OHYHO��FRPELQHG
ZLWK�LQVLJKWV�LQWR�WKH�XQLTXH�QHHGV�RI�GLIIHUHQW�FRPPXQLWLHV��FDQ�JHQHU�
DWH� WUHPHQGRXV� HQHUJ\� DQG� DOORZ�EXVLQHVVHV� WR� DFKLHYH� JRDOV� WKDW�� RQ
WKHLU� RZQ��ZRXOG�EH� GLIILFXOW�� LI� QRW� LPSRVVLEOH�� WR� UHDFK��&RRSHUDWLRQ
DPRQJ� PDQXIDFWXUHUV� DQG� IDUPHUV� LV� EHFRPLQJ� LQFUHDVLQJO\� VRSKLVWL�
FDWHG�LQ�.HQWXFN\�DQG�DURXQG�WKH�ZRUOG��5HODWLRQVKLSV�DPRQJ�SURGXF�
HUV� DUH� FORVHU�� PRUH� IRUPDOL]HG�� DQG� DUH� LQWHJUDO� FRPSRQHQWV� RI
GHYHORSPHQW� SODQQLQJ�� ,Q� IDFW�� WKHVH� PRUH� VRSKLVWLFDWHG� FRRSHUDWLYH
UHODWLRQVKLSV�QRZ�KDYH�D�QDPH³QHWZRUNV�

3URGXFHUV�PLJKW�FRRSHUDWH�ZLWK�RQH�DQRWKHU�LQ�VHYHUDO�ZD\V�
• LQ� OHDUQLQJ� QHWZRUNV�� ILUPV� VKDUH� YDOXDEOH� NQRZOHGJH

DQG�H[SHULHQFH�QHFHVVDU\�WR�UHPDLQ�FRPSHWLWLYH�
• LQ�UHVRXUFH�QHWZRUNV��ILUPV�GHYHORS�VROXWLRQV�WR�FRPPRQ

SUREOHPV� RU� VSUHDG� H[SHQVHV� IRU� LQVXUDQFH�� FHUWLILFD�
WLRQ��WUDLQLQJ��HTXLSPHQW�RU�WHVWLQJ�

• LQ� FR�PDUNHWLQJ�QHWZRUNV�� ILUPV� HPSOR\� MRLQW�PDUNHWLQJ
WR�JDLQ�DFFHVV�WR�QHZ�FXVWRPHUV�DQG�QHZ�PDUNHWV��DQG�

• LQ� FR�SURGXFWLRQ� QHWZRUNV�� ILUPV� MRLQWO\� PDQXIDFWXUH
FRPSRQHQWV�RU�ILQLVKHG�JRRGV��FRPSOHPHQWLQJ�RQH�DQ�
RWKHU·V�RSHUDWLRQV��%RVZRUWK��������

THINK GLOBALLY, ACT LOCALLY

.HQWXFN\�VWDWH�JRYHUQPHQW�KDV�EHJXQ�DQ�LQLWLDWLYH�WR�HQFRXUDJH
WKH�IRUPDWLRQ�RI�QHWZRUNV��EXW�D�PXFK�PRUH�DPELWLRXV�SURJUDP�LV�SRV�
VLEOH�� 6RPH� VWDWHV� DQG� QDWLRQV� KDYH� IRFXVHG�PDQ\�PRUH� UHVRXUFHV� RQ
QHWZRUNV� DQG� XVH� WKHP� DV� D� NH\� HOHPHQW� RI� GHYHORSPHQW� SROLF\�� 7KH
.HQWXFN\�:RRG�3URGXFWV�&RPSHWLWLYHQHVV�&RUSRUDWLRQ�RIIHUV�D�PRGHO
RI�KRZ�WKH�VWDWH�PLJKW�HQDEOH�ILUPV�LQ�RWKHU�LQGXVWULHV�WR�IRUP�FRPSHWL�
WLYH�QHWZRUNV��ZKLFK�ZRXOG�EH�VXSSRUWHG�E\�UHJLRQDO�RUJDQL]DWLRQV�DQG
VWDWH�DJHQFLHV��,Q�WKH�HQG��WKRXJK��VXFFHVV�OLHV�LQ�WKH�KDQGV�RI�EXVLQHVV�
SHRSOH�� FRPPXQLW\� OHDGHUV�� VFKRROV� DQG� RWKHU� FLYLF� LQVWLWXWLRQV�� 2QO\
WKH\�FDQ�DFW�ORFDOO\�
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$FNQRZOHGJPHQWV

7KH�.HQWXFN\� /RQJ�7HUP� 3ROLF\� 5HVHDUFK�&HQWHU�ZLVKHV� WR� DF�
NQRZOHGJH� WKH� JHQHURXV� FRQWULEXWLRQV� RI� WKRVH� LQGLYLGXDOV� ZKR� UH�
YLHZHG� WKLV� UHSRUW� DQG� SURYLGHG� XVHIXO� FRPPHQWV�� :H� H[WHQG� RXU
JUDWLWXGH�WR�)RUUHVW�&DOLFR�� -DFN�(YHUVROH��'DYLG�)UHVKZDWHU��/RUUDLQH�*DUN�
RYLFK�� 5LFKDUG� (�� *LIW�� +XJK� $�� +D\GRQ�� 6HFUHWDU\� 6KHUU\� .�� -HOVPD�� )�/�
6P\UH�,,,��DQG�D�VSHFLDO� WKDQNV�WR�(OGRQ�'��6PLWK��ZKRVH� WKRXJKWIXO� UH�
YLHZ�DQG�SDLQVWDNLQJ� FRPPHQWDU\� FKDOOHQJHG� WKH� DXWKRUV� DQG�KHOSHG
LPSURYH�WKH�ZRUN�SUHVHQWHG�KHUH�

7KH�IROORZLQJ�LQGLYLGXDOV�SURYLGHG�YDOXDEOH�DVVLVWDQFH�LQ�WKH�UH�
VHDUFK� DQG� ZULWLQJ� RI� WKLV� UHSRUW�� .HQ� &XUUHQW�� $ODQ� 'H<RXQJ�� 'DYLG
)UHVKZDWHU�� $P\� *ODVPHLHU�� 'UHZ� *UDKDP�� 7HG� *URVVDUGW�� -HII� +DOO�� +DO
+DPLOWRQ�� 0DUN� .DVHU�� %LEL� 0RQVN\�� %LOO� 0RUULV�� 0LNH� 5HHG�� 0DUN� 5HHVH�
*UDKDP�5RZOHV��*HQH�5R\DOW\��(OGRQ�6PLWK��$OEHUW�6SHQFHU��.LP�6ZLW]HU��6XH
6ZRUG�DQG�'HERUDK�:HEE�

:H�ZRXOG�OLNH�WR�WKDQN�%LOOLH�0��6HEDVWLDQ�IRU�KHU�HGLWRULDO�H[SHU�
WLVH��0LFKDO�6PLWK�0HOOR�IRU�KHU�VSHFLDO�DVVLVWDQFH�LQ�SODQQLQJ�DQG�HGLWLQJ
WKH� UHSRUW� DQG� LQ�SUHSDULQJ� WKH� VXUYH\�� DQG�(DUO� �&KLS��+DPP� IRU� UH�
FRUGLQJ�DQG�DQDO\]LQJ�WKH�VXUYH\�UHVXOWV�

)LQDOO\��ZH� DFNQRZOHGJH� WKH�ZRUN� RI�&KDUOHV�+DVSHO��ZKRVH� GH�
VLJQ� DQG� RULJLQDO� LOOXVWUDWLRQ� JUDFH� WKH� FRYHU� RI� WKLV� UHSRUW�� DQG� -DUH
6FKQHLGHU��ZKR�SURYLGHG�HGLWRULDO�VXSSRUW�





Globalization Takes Hold

*OREDOL]DWLRQ�7DNHV
+ROG

LQHWHHQ�KXQGUHG� QLQHW\�ILYH�ZDV� D� \HDU� RI� RSWLPLVP�� ,Q� $SULO�
WKH�:RUOG� %DQN� SURFODLPHG� LQ� D� QHZV� UHOHDVH�� �5DSLG�*URZWK
([SHFWHG�DV�
*OREDOL]DWLRQ
�7DNHV�+ROG���DQG�ZHQW�RQ�WR�SURMHFW

WKDW�ZRUOG�PHUFKDQGLVH�WUDGH�ZRXOG�JURZ�E\�PRUH�WKDQ���SHUFHQW�D�\HDU
LI�WUDGH�OLEHUDOL]DWLRQ�FRQWLQXHV��,Q�DQ�LQWHUYLHZ�ZLWK�WKH�:DOO�6WUHHW�-RXU�
QDO��+DUYDUG� HFRQRPLVW� -HIIUH\� 6DFKV� DYHUUHG�� �:H� DUH� LQ� WKH�PLGVW� RI
RQH� RI� KLVWRU\
V� JUHDWHVW� H[SDQVLRQV� RI� PDUNHW� FDSLWDOLVP�� �'DYLV� DQG
+DUSHU�� S��$���� *HRUJLD� 6WDWH� HFRQRPLVW�'RQDOG� 5DWDMF]DN� HFKRHG� WKLV
VHQWLPHQW�DW�D�FRQIHUHQFH�RI�WKH�6RXWKHUQ�*URZWK�3ROLFLHV�%RDUG�

7KHUH�LV�JRRG�UHDVRQ�WR
EH� RSWLPLVWLF�� LQWHUQDWLRQDO
WUDGH�� LQ� WDQGHP� ZLWK� DG�
YDQFHV� LQ� LQIRUPDWLRQ� DQG
FRPPXQLFDWLRQ� WHFKQRORJ\�
PD\�EULQJ�DQ�HUD�RI�ORQJ�WHUP
SURVSHULW\�IRU�GHYHORSLQJ�DQG
LQGXVWULDOL]HG� QDWLRQV� �'DYLV
DQG�+DUSHU�� ������� (FKRLQJ� WKH�:RUOG� %DQN�� WKH�:DOO� 6WUHHW� -RXUQDO� UH�
SRUWHG�WKDW��JURZLQJ�JOREDO�PDUNHWV�ZRXOG�FUHDWH�ELJ�RSSRUWXQLWLHV�IRU
G\QDPLF� 8�6�� FRPSDQLHV� DQG� WKHLU� HPSOR\HHV�� �'DYLV� DQG� +DUSHU�� S�
$����0XFK�RI�WKLV�JURZWK�LV�GULYHQ�E\�WKH�LQFUHDVHG�LQWHJUDWLRQ�RI�GHYHO�
RSLQJ� FRXQWULHV� LQWR� WKH� JOREDO� HFRQRP\�� FUHDWLQJ� XQSUHFHGHQWHG� QHZ

1

���D� JRYHUQPHQW�� D� SURGXFHU�� HYHQ� DQ
LQGLYLGXDO� HPSOR\HH� FDQQRW� VLPSO\
FKRRVH� QRW� WR� FRPSHWH� LQ� WKH� JOREDO
PDUNHWSODFH�� 7KH� YHU\� H[LVWHQFH� RI
RSHQ�PDUNHWV�PHDQV�WKDW�ZH�DUH�DOO�LQ
FRPSHWLWLRQ���



RSSRUWXQLWLHV� IRU� FRPSDQLHV� LQ� LQGXVWULDOL]HG� FRXQWULHV� �:RUOG� %DQN�
������

7KH� G\QDPLF� FRPSDQLHV� HQMR\LQJ� WKH� EHQHILWV� RI� WUDGH� DUH� QRW
VLPSO\�,%0��%RHLQJ�DQG�5-5�1DELVFR��PDQ\�VPDOO� ILUPV�� LQ� IDFW��DUH�DO�
UHDG\��JRLQJ�JOREDO���DQG�DUH�HQMR\LQJ�DPSOH�UHZDUGV�IRU�WKHLU�HIIRUWV��$
%XVLQHVV�:HHN�VSHFLDO�UHSRUW�RQ�VPDOO�H[SRUWHUV�QRWHG�WKDW�D�QDWLRQDO�VXU�
YH\�RI�QHDUO\�����FRPSDQLHV� IRXQG� WKDW� ���SHUFHQW�RI� VPDOO� FRPSDQLHV
H[SRUWHG�SURGXFWV�DQG�VHUYLFHV�ODVW�\HDU��XS�IURP����SHUFHQW�LQ������DQG
���SHUFHQW� LQ������ �%DUUHWW���������6PDOO�EXVLQHVVHV�DUH�HVWLPDWHG� WR�DF�
FRXQW� IRU�PRUH� WKDQ�KDOI� RI� DOO�PDQXIDFWXUHG�JRRGV� H[SRUWHG� IURP� WKH
8QLWHG�6WDWHV��%DUUHWW��

7KH� H[SHULHQFH� RI� /XFHUQH� )DUPV�� D� WLQ\� KRUVH� IHHG� FRPSDQ\
EDVHG�LQ�0DLQH��LOOXVWUDWHV�WKH�SRZHU�RI�JOREDOL]DWLRQ��:LWK�WKH�IDOO�RI�WKH
GROODU�DJDLQVW�WKH�\HQ��WKH�FRPSDQ\
V�SURGXFWV�ZHUH����SHUFHQW�FKHDSHU
LQ� -DSDQ� LQ������ WKDQ� LQ������ �%DUUHWW���������7KLV�SURPSWHG�D� -DSDQHVH
GLVWULEXWRU� WR�FRQWDFW� WKH�FRPSDQ\��ZKLFK�H[SHFWV������RUGHUV� IURP� -D�
SDQ�WR�GRXEOH�WRWDO�UHYHQXH��7KH�%XVLQHVV�:HHN�UHSRUW�DOVR�VHHV�RSSRUWX�
QLWLHV� LQ� WKH� PDUNHWV� RI� QHZO\� LQGXVWULDOL]HG� 6RXWKHDVW� $VLD� IRU
HQYLURQPHQWDO� FRPSDQLHV�� VSHFLDOL]LQJ� LQ� DUHDV� VXFK� DV� ZDVWH�ZDWHU
WUHDWPHQW�DQG�ODQGILOO�PDQDJHPHQW��7KHVH�H[DPSOHV�VXJJHVW�WKH�UDQJH�RI
.HQWXFN\�ILUPV�ZKLFK�FRXOG�HQMR\�JDLQV�IURP�ZRUOG�WUDGH�

$QRWKHU�VPDOO�SURGXFHU�LQ�.HQWXFN\�ZKR�PD\�EHQHILW�IURP�JOREDO
WUDGH�LV�WKH�IDUPHU��7KH�8QLWHG�6WDWHV�'HSDUWPHQW�RI�$JULFXOWXUH�SURMHFWV
WKDW�DJULFXOWXUDO�H[SRUWV�ZLOO�ULVH������SHUFHQW�LQ�ILVFDO�\HDU�������WR�D�UH�
FRUG�������ELOOLRQ��DQG�LW�DSSHDUV�WKDW�WKH�8QLWHG�6WDWHV�LV�SRLVHG�WR�EHJLQ
D�SHULRG�RI�UDSLG�H[SDQVLRQ�LQ�DJULFXOWXUDO�H[SRUWV��.RUHW]���������([SRUW
JURZWK�ZLOO�EH�JUHDWHU�IRU�KLJK�YDOXH��FRQVXPHU�RULHQWHG�JRRGV�WKDQ�IRU
EXON�FRPPRGLWLHV�RU� LQWHUPHGLDWH�SURGXFWV��([SRUWV�RI�KLJK�YDOXH�8�6�
DJULFXOWXUDO� SURGXFWV� URVH� ����� ELOOLRQ� LQ� ����� WR� D� UHFRUG� ������ ELOOLRQ
�)RUHLJQ�$JULFXOWXUDO�6HUYLFH������D��

$ORQJ�ZLWK�LQWHUQDWLRQDO�WUDGH��IRUHLJQ�LQYHVWPHQW�LV�FUHDWLQJ�QHZ
RSSRUWXQLWLHV� IRU�.HQWXFN\
V� VPDOO�SURGXFHUV��.HQWXFN\�KDV����� LQGXV�
WULDO� IDFLOLWLHV� ZLWK� IRUHLJQ� RZQHUVKLS�� HPSOR\LQJ� RYHU� ������� SHRSOH�
ZLWK� DQ� LQYHVWPHQW� RI� ��� ELOOLRQ� �.HQWXFN\� /HJLVODWLYH� 5HVHDUFK� &RP�
PLVVLRQ���������1RW�RQO\�GR�WKHVH�SODQWV�KDYH�D�ODUJH�GLUHFW�LPSDFW�RQ�WKH
VWDWH
V�HFRQRP\��EXW�WKHLU�HIIHFW�LV�PXOWLSOLHG�VHYHUDO�WLPHV�RYHU��WKURXJK
DGGLWLRQDO�SXUFKDVHV�E\�HPSOR\HHV�DQG�ILUPV��)RU�H[DPSOH�� LQ�1RYHP�
EHU� ������ WKH� 7R\RWD� SODQW� LQ� 6FRWW� &RXQW\� ZDV� SXUFKDVLQJ� SDUWV� DQG



Globalization Takes Hold

VXSSOLHV� IURP� ��� .HQWXFN\� HVWDEOLVKPHQWV�� VSDQQLQJ� WKH� VWDWH� IURP
0D\ILHOG�WR�$VKODQG��+D\ZRRG��������

3URVSHFWV�IRU�5XUDO�.HQWXFN\

7KH� JOREDOL]DWLRQ� RI� WKH� HFRQRP\� RIIHUV� WKH� KRSH� RI� H[SDQGHG
SURVSHULW\��EXW�WKLV�LV�E\�QR�PHDQV�DVVXUHG��)DLOXUH�WR�DGDSW�WR�WKH�QHZ
EXVLQHVV�HQYLURQPHQW�ZLOO�QRW�UHVXOW�LQ�VWDJQDWLRQ�EXW�ORVV��7KLV�LV�PRVW
XQIRUWXQDWH�� IRU�PDQ\�SHRSOH³SROLWLFLDQV�� IURQW�OLQH�ZRUNHUV�� WHDFKHUV�
IDUPHUV�� HYHQ� EXVLQHVV� PDQDJHUV� DQG� HQWUHSUHQHXUV³PD\� EH� LQWLPL�
GDWHG�E\�WKH�GHPDQGV�RI�WKH�JOREDO�PDUNHWSODFH��DQG�XQGHUVWDQGDEO\�VR�
&KDQJH�FDQ�RFFXU�DW�D�EUHDWKWDNLQJ�SDFH��DQG�WKH�LVVXHV�DUH�H[FHHGLQJO\
FRPSOLFDWHG��<HW�GHVSLWH�WKH�FRPSOH[LW\�RI�QHZ�IRUFHV�DIIHFWLQJ�WKH�HFRQ�
RP\��WKH\�FDQQRW�EH�LJQRUHG��,QGHHG��D�JRYHUQPHQW��D�SURGXFHU��HYHQ�DQ
LQGLYLGXDO� HPSOR\HH� FDQQRW� VLPSO\� GHFOLQH� WR� FRPSHWH� LQ� WKH� JOREDO
PDUNHWSODFH��7KH�YHU\� H[LVWHQFH�RI� RSHQ�PDUNHWV�PHDQV� WKDW�ZH�DUH� LQ
FRPSHWLWLRQ�ZLWK� JRYHUQPHQWV�ZKLFK� KDYH� GHYHORSHG� FRJHQW�� FRPSUH�
KHQVLYH�DQG�IRUZDUG�ORRNLQJ�GHYHORSPHQW�SODQV��ZH�DUH�LQ�FRPSHWLWLRQ
ZLWK� IRUHLJQ� SURGXFHUV� RI� JRRGV� DQG� VHUYLFHV� ZKR� XVH� VWDWH�RI�WKH�DUW
PDQXIDFWXULQJ�DQG�LQIRUPDWLRQ�V\VWHPV��DQG�ZH�DUH�LQ�FRPSHWLWLRQ�ZLWK
IRUHLJQ� ZRUNHUV� ZKR� PD\� KDYH� D� EHWWHU� HGXFDWLRQ� RU� GHPDQG� ORZHU
ZDJHV�RU�ERWK��7KH�UHDO�TXHVWLRQ�LV�QRW�ZKHWKHU�WR�FRPSHWH�JOREDOO\��EXW
KRZ�WR�GR�LW�

*OREDOL]DWLRQ�ZLOO�XOWLPDWHO\�WRXFK�WKH�OLYHV�RI�DOPRVW�HYHU\RQH�LQ
DOPRVW� HYHU\� FRPPXQLW\�� +RZHYHU�� VRPH� ZLOO� IHHO� D� PRUH� LPPHGLDWH
DQG�GLUHFW� LPSDFW� IURP� WUDGH� OLEHUDOL]DWLRQ� DQG� ULVLQJ� LQWHUQDWLRQDO� LQ�
YHVWPHQW��7KH�LPSDFW�ZLOO�QRW�EH�HQWLUHO\�SRVLWLYH��QRU�ZLOO�LW�EH�HQWLUHO\
QHJDWLYH��,Q�VKRUW��DV�ZLWK�DQ\�PDMRU�FKDQJH�LQ�WKH�HFRQRP\��WKHUH�ZLOO
EH�ZLQQHUV� DQG� ORVHUV� LQ� WKH� HUD� RI� H[SDQGLQJ� JOREDO�PDUNHWV� DQG� UH�
GXFHG� EDUULHUV� WR� WUDGH�� 7KH� VDPH� LQGXVWU\�PD\� LQFOXGH� ERWK�ZLQQHUV
DQG�ORVHUV��GHSHQGLQJ�RQ�KRZ�GLIIHUHQW�ILUPV�UHVSRQG�WR�QHZ�FKDOOHQJHV�
/LNHZLVH�� FRPPXQLWLHV� PD\� EHQHILW�� VXIIHU�� RU� VHH� PL[HG� UHVXOWV� GH�
SHQGLQJ�RQ�WKH�NLQGV�RI�MREV�WKH\�JDLQ�RU�ORVH�



2XWOLQH

:H� EHJLQ� E\� DVNLQJ� KRZ� JOREDOL]DWLRQ�PLJKW� DIIHFW� WZR� FRUQHU�
VWRQHV� RI� .HQWXFN\
V� UXUDO� HFRQRP\³DJULFXOWXUH� DQG� PDQXIDFWXULQJ�
1H[W��ZH�UHSRUW�WKH�UHVXOWV�RI�D�VXUYH\�RI�UXUDO�PDQXIDFWXULQJ�ILUPV��DQG
H[SORUH� WKH� TXHVWLRQ� RI�ZKHWKHU� UXUDO� ILUPV� DUH� SUHSDUHG� IRU� DQ� HUD� RI
LQFUHDVHG�FRPSHWLWLRQ�DQG�LQFUHDVHG�RSSRUWXQLW\��)ROORZLQJ�WKH�VXUYH\
LV�D�VSHFLDO�VHFWLRQ�IURP�'U��5�(��%XUQHWW��$VVLVWDQW�'LUHFWRU�RI�WKH�3DWWHU�
VRQ�6FKRRO�RI�'LSORPDF\�DQG�,QWHUQDWLRQDO�&RPPHUFH�DW�WKH�8QLYHUVLW\
RI�.HQWXFN\��'U��%XUQHWW�H[SODLQV�ZK\�PDQ\�VPDOO�DQG�UXUDO�ILUPV�DUHQ
W
ZHOO�SUHSDUHG� IRU�JOREDOL]DWLRQ�DQG�VXJJHVWV�ZKDW� FDQ�EH�GRQH� WR�KHOS
WKHVH�ILUPV��:H�FRQFOXGH�ZLWK�D�GLVFXVVLRQ�RI�HPHUJLQJ�VWUDWHJLHV�ZKLFK
HQDEOH�UXUDO�ILUPV�WR�KHOS�WKHPVHOYHV�EHFRPH�PRUH�FRPSHWLWLYH�
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)DUPV
KLOH� PDQXIDFWXULQJ� PDNHV� D� ODUJHU� FRQWULEXWLRQ� WR� WKH� UXUDO
HFRQRP\� RYHUDOO�� DJULFXOWXUH� VWLOO� HPSOR\V� WKRXVDQGV� RI� SHR�
SOH��,Q�DGGLWLRQ�WR�IXOO�WLPH�IDUPV��DJULFXOWXUH�SURYLGHV�QHHGHG

VXSSOHPHQWDO� LQFRPH� WR�PDQ\� SHRSOH� DFURVV� WKH� VWDWH� ZKR� IDUP� SDUW�
WLPH��)XUWKHUPRUH��LQ�FHUWDLQ�FRXQWLHV�IDUPLQJ�UHPDLQV�WKH�PRVW�VLJQLIL�
FDQW�HFRQRPLF�DFWLYLW\��RQH�WKDW�LV�FORVHO\�OLQNHG�WR�WKH�WUDGLWLRQV�RI�UXUDO
.HQWXFN\�� ,Q� WKLV�QHZ�HUD�RI�JOREDOL]DWLRQ��KRZHYHU�� VRPH�RI� WKH� WUDGL�
WLRQV� RI�.HQWXFN\� DJULFXOWXUH� DUH� OLNHO\� WR� XQGHUJR� FKDQJH��*URZWK� LQ
GRPHVWLF� GHPDQG� IRU� DJULFXOWXUDO
SURGXFWV� LV� VOXJJLVK�� ZKLOH� WKH� JOREDO
PDUNHWSODFH� RIIHUV� EXUJHRQLQJ� RSSRU�
WXQLWLHV�� SDUWLFXODUO\� LQ� WKH� GHYHORSLQJ
ZRUOG�� $OUHDG\�� ��� SHUFHQW� RI� DOO� 8�6�
IDUP�RXWSXW�LV�H[SRUWHG��DQG�RQH�RXW�RI�HYHU\�WKUHH�DFUHV�RI�ODQG�LV�XVHG
IRU�H[SRUW�FURSV��(VS\���������,QWHUQDWLRQDO�WUDGH�LV�EHFRPLQJ�VR�LPSRU�
WDQW�WKDW�0LNH�(VS\��IRUPHU�6HFUHWDU\�RI�WKH�8�6��'HSDUWPHQW�RI�$JULFXO�
WXUH�� REVHUYHV� WKDW� �WKH� 8�6�� HFRQRP\� VLPSO\� FDQQRW� JURZ� UDSLGO\
HQRXJK�WR�DEVRUE� WKH�RXWSXW� IURP�WKH�VWHDG\�ULVH� LQ� IDUP�SURGXFWLYLW\�
7KH�H[SDQVLRQ�RI�H[SRUW�PDUNHWV�LV�FULWLFDO�WR�8�6��DJULFXOWXUH���S�����

%XON�&RPPRGLWLHV�YHUVXV�+LJK�9DOXH�3URGXFWV

$JULFXOWXUDO�H[SRUWV�IURP�WKH�8QLWHG�6WDWHV�DUH�FRPSULVHG�RI�EXON
FRPPRGLWLHV³IRU�H[DPSOH��FRUQ��ZKHDW��DQG�XQSURFHVVHG�WREDFFR³DQG
YDOXH�DGGHG� DJULFXOWXUDO� SURGXFWV�� 9DOXH�DGGHG� SURGXFWV� LQFOXGH� LQ�
WHUPHGLDWH� SURGXFWV� VXFK� DV� VR\EHDQ� PHDO� RU� DQLPDO� IHHGV�� DQG� FRQ�
VXPHU�RULHQWHG� SURGXFWV�� VXFK� DV� VQDFN� IRRGV�� IUHVK� DQG� IUR]HQ�PHDWV�

:

2XU� GHILFLHQF\� LQ� YDOXH�DGGHG
EXVLQHVVHV� GRHV� QRW� ERGH� ZHOO
IRU� WKH� IXWXUH� RI� .HQWXFN\� LQ
WKH�LQWHUQDWLRQDO�HFRQRP\�



DQG�SURFHVVHG�YHJHWDEOHV�� ,Q� UHFHQW�\HDUV��8�6�� H[SRUWV�RI�EXON� DJULFXO�
WXUDO�SURGXFWV�KDYH�VORZHG�ZKLOH�H[SRUWV�RI�LQWHUPHGLDWH�SURGXFWV�KDYH
UHPDLQHG�VWHDG\�DQG�H[SRUWV�RI�FRQVXPHU�RULHQWHG�DJULFXOWXUDO�SURGXFWV
KDYH� WDNHQ�RII��([SRUWV�RI�YDOXH�DGGHG�� FRQVXPHU�RULHQWHG�DJULFXOWXUDO
SURGXFWV�URVH������ELOOLRQ�LQ������WR�D�UHFRUG�������ELOOLRQ��ZKLOH�H[SRUWV
RI�EXON�FRPPRGLWLHV�IHOO�DOPRVW����ELOOLRQ�WR�����ELOOLRQ��)RUHLJQ�$JULFXO�
WXUDO� 6HUYLFH�� ����D���9DOXH�DGGHG� LQWHUPHGLDWH� DQG� FRQVXPHU�RULHQWHG
SURGXFWV� FRPSULVHG� ���SHUFHQW� RI�8�6�� DJULFXOWXUDO� H[SRUWV� LQ� ������ XS
IURP� DERXW� ��� SHUFHQW� MXVW� ��� \HDUV� HDUOLHU�� (LJKW\�ILYH� SHUFHQW� RI�8�6�
DJULFXOWXUDO� H[SRUW� JURZWK� VLQFH� ����� LV� DWWULEXWDEOH� WR� YDOXH�DGGHG
SURGXFWV��*ROGWKZDLW���������,Q�WKH�IXWXUH��WKH�8QLWHG�6WDWHV�ZLOO�IDFH�LQ�
WHQVH�FRPSHWLWLRQ�DQG�FRQVHTXHQWO\� ORZ�PDUJLQV�RQ�EXON�FRPPRGLWLHV�
EXW�PDUNHWV� IRU� YDOXH�DGGHG� FRQVXPHU� JRRGV� DUH� H[SDQGLQJ� GUDPDWL�
FDOO\�

$OWKRXJK�&DQDGD��WKH�(XURSHDQ�8QLRQ��DQG�-DSDQ�KDYH�EHHQ�WKH
ODUJHVW�PDUNHWV�IRU�8�6��FRQVXPHU�JRRGV��WKH�IDVWHVW�JURZLQJ�PDUNHWV�DUH
LQ�+RQJ�.RQJ��6RXWK�.RUHD��7DLZDQ��,QGRQHVLD��0DOD\VLD��7KDLODQG��DQG
0H[LFR�� 'HYHORSLQJ� FRXQWULHV� LQ� $VLD� DQG� /DWLQ� $PHULFD�� ZLWK� WKHLU
JURZLQJ�LQFRPHV�DQG�ULVLQJ�VWDQGDUGV�RI�OLYLQJ��´SURPLVH�WR�EH�WKH�ZDYH
RI�WKH�IXWXUHµ�IRU�8�6��H[SRUWV�DV�WUDGLWLRQDO�8�6��H[SRUW�PDUNHWV�PDWXUH
�'UDEHQVWRWW�DQG�%DUNHPD���������7KH�GHYHORSLQJ� FRXQWULHV� DUH�EHFRP�
LQJ�OHVV�VHOI�VXIILFLHQW�LQ�DJULFXOWXUH�EHFDXVH�SRSXODWLRQ�JURZWK�DQG�XU�
EDQL]DWLRQ� DUH� RXWSDFLQJ� GRPHVWLF� DJULFXOWXUDO� RXWSXW�� 'HYHORSLQJ

FIGURE 1
Value of U.S. Agricultural Exports
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FRXQWULHV� WHQG�WR� LPSRUW�FDSLWDO�LQWHQVLYH�FRQVXPHU�IRRG� LWHPV�EHFDXVH
ODERU��QRW�FDSLWDO��LV�DEXQGDQW�LQ�WKHVH�FRXQWULHV�

8QIRUWXQDWHO\�� HYHQ�DV� WKH� LQWHUQDWLRQDO�PDUNHW� IRU� YDOXH�DGGHG
DJULFXOWXUDO�SURGXFWV�JURZV��.HQWXFN\�UHPDLQV�GHILFLHQW�LQ�YDOXH�DGGHG
EXVLQHVVHV� UHODWHG� WR� DJULFXOWXUH�� 1HZ� FDSLWDO� LQYHVWPHQW� LQ� .HQWXFN\
ODJV�EHKLQG�WKH�8QLWHG�6WDWHV�DV�D�ZKROH��8QLYHUVLW\�RI�.HQWXFN\�&HQWHU
IRU�$JULFXOWXUDO�([SRUW�'HYHORSPHQW���������DQG�.HQWXFN\�IDUPHUV�UDLVH
FURSV�DQG�DQLPDOV�WKDW�PXVW�EH�VKLSSHG�RXW�RI�VWDWH�WR�EH�SURFHVVHG��7KLV
GHILFLHQF\�LQ�YDOXH�DGGHG�EXVLQHVVHV�GRHV�QRW�ERGH�ZHOO�IRU�.HQWXFN\�LQ
WKH� LQWHUQDWLRQDO�HFRQRP\��$V�GHYHORSLQJ�FRXQWULHV�EHFRPH�PRUH�FRP�
SHWLWLYH�LQ�WKH�EXON�FRPPRGLWLHV�VHFWRU�DQG�8�6��DJULEXVLQHVVHV�HVWDEOLVK
WKHLU�SUHVHQFH�LQ�RWKHU�FRXQWULHV��.HQWXFN\�ULVNV�EHLQJ�OHIW�EHKLQG��2QH
SRVLWLYH�QRWH�LV�WKDW�EHYHUDJH�SURGXFWLRQ��SDUWLFXODUO\�GLVWLOOHG�VSLULWV��LV
D�ODUJH�FRPSRQHQW�RI�WKH�YDOXH�DGGHG�DJULFXOWXUDO�LQGXVWU\�LQ�.HQWXFN\
�8QLYHUVLW\� RI� .HQWXFN\�&HQWHU� IRU�$JULFXOWXUDO� ([SRUW�'HYHORSPHQW��
DQG�WKLV�LV�RQH�VHFWRU�ZKLFK�LV�H[SHFWHG�WR�HQMR\�VLJQLILFDQW�JURZWK�DV�D
UHVXOW�RI� WKH�QHZ�*$77�DJUHHPHQWV� �8�6�� ,QWHUQDWLRQDO�7UDGH�&RPPLV�
VLRQ�>,7&@��������

.HQWXFN\� DOUHDG\
SURGXFHV� PDQ\� UDZ
JRRGV� ZKLFK� DUH� XOWL�
PDWHO\� SURFHVVHG� DQG
VROG� RQ� WKH� ZRUOG� PDU�
NHW��9DOHULH�9DQWUHHVH� RI
WKH� &HQWHU� IRU� $JULFXO�
WXUDO� ([SRUW� 'HYHORS�
PHQW�DW�WKH�8QLYHUVLW\�RI
.HQWXFN\� EHOLHYHV� WKDW
�FRXQWU\� KDP�� ERXUERQ
DQG� SRSFRUQ� DUH� .HQ�
WXFN\� SURGXFWV� ZLWK� H[�
FHOOHQW� SURVSHFWV� IRU
RYHUVHDV� VDOHVµ� �9DQ�
WUHHVH�� ������ S�� ���� ,Q�
FUHDVLQJ� LPSRUW� GHPDQG

IRU� EHHI� LQ� 3DFLILF� 5LP� FRXQWULHV�� HVSHFLDOO\� -DSDQ� DQG� 6RXWK�.RUHD�� DV
ZHOO� DV� LQ� 0H[LFR�� ZLOO� SURYLGH� H[SRUW� RSSRUWXQLWLHV� IRU� WKH� 8QLWHG
6WDWHV��8�6�� SRUN� H[SRUWV� RYHUDOO� DUH� QRW� H[SHFWHG� WR� LQFUHDVH� GUDPDWL�

FIGURE 2
Value of Selected U.S. Exports
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FDOO\�� EXW� WKHUH�ZLOO� EH� H[SRUW� RSSRUWXQLWLHV� LQ�0H[LFR� DQG� WKH� 3DFLILF
5LP��3RXOWU\�LV�H[SHFWHG�WR�H[SHULHQFH�WKH�JUHDWHVW�H[SRUW�JDLQV�DV�FRQ�
VXPSWLRQ� ZLOO� LQFUHDVH� LQ� DOPRVW� HYHU\� FRXQWU\�� 7KH� 8QLWHG� 6WDWHV� LV
PRVW� OLNHO\� WR� LQFUHDVH� H[SRUWV� WR� -DSDQ�� +RQJ� .RQJ�� 0H[LFR�� 5XVVLD�
&KLQD��6RXWK�.RUHD��RWKHU�3DFLILF�5LP�FRXQWULHV��/DWLQ�$PHULFD��DQG�WKH
&DULEEHDQ��8QLWHG�6WDWHV�'HSW��RI�$JULFXOWXUH�>86'$@������D��

:KLOH� GHYHORSLQJ� FRXQWULHV� ZLOO� EHFRPH� LQFUHDVLQJO\� LPSRUWDQW
GHVWLQDWLRQV� IRU� 8�6�� DJULFXOWXUDO� H[SRUWV�� WUDGH� RSSRUWXQLWLHV� ZLWK� DG�
YDQFHG�QDWLRQV�ZLOO�FRQWLQXH�WR�HPHUJH��RIWHQ�LQ�WKH�IRUP�RI�QLFKH�PDU�
NHWV�� 6XFFHVVIXO� QLFKH� PDUNHWLQJ� UHTXLUHV� D� VXEVWDQWLDO� LQYHVWPHQW� RI
WLPH�DQG� LQWHUQDWLRQDO�PDUNHW� UHVHDUFK��EXW� WKHUH�DUH�QXPHURXV�RSSRU�
WXQLWLHV�IRU�.HQWXFN\�PDGH�SURGXFWV��6QDFN�IRRGV�DUH�JDLQLQJ�SRSXODULW\
WKURXJKRXW� WKH� ZRUOG�� DQG� 8�6�� H[SRUWV� RI� SRSFRUQ� WR� &DQDGD� DQG
(XURSH�DUH� LQFUHDVLQJ�UDSLGO\��+HDOWK� IRRGV�DQG�FRQYHQLHQFH� IRRGV�� LQ�
FOXGLQJ�PLFURZDYDEOH�SURGXFWV��DUH�ULVLQJ�LQ�SRSXODULW\�DV�PRUH�ZRPHQ
HQWHU�WKH�ZRUNIRUFH�

'HVSLWH�WKH�IDFW�WKDW�YDOXH�DGGHG�DJULFXOWXUDO�SURGXFWV�KDYH�VXU�
SDVVHG�EXON�FRPPRGLWLHV�LQ�ZRUOG�WUDGH��H[SRUW�GHPDQG�IRU�VRPH�EXON
FRPPRGLWLHV�VKRXOG�UHPDLQ�VWURQJ�LQ�FRPLQJ�\HDUV��:RUOGZLGH�GHPDQG
IRU�DQLPDO� IHHG�DQG� LQGXVWULDO�SURGXFWV�PDGH� IURP�FRDUVH�JUDLQV� LV� H[�
SHFWHG�WR�LQFUHDVH�GHPDQG�IRU�FRUQ��EDUOH\��DQG�VRUJKXP��8�6��H[SRUWV�RI
WKHVH�FRPPRGLWLHV�DUH�SUHGLFWHG�WR�ULVH�VWHDGLO\�RYHU�WKH�QH[W����\HDUV�DV
6RXWK� .RUHD�� 7DLZDQ�� 0H[LFR�� DQG� &KLQD� LQFUHDVH� LPSRUWV� �86'$�
����D���0RUHRYHU��GHPDQG�IRU�ZKLWH�FRUQ�LV�LQFUHDVLQJ�DV�0H[LFDQ�VW\OH
IRRGV�DQG�VQDFN�IRRGV�DUH�JDLQLQJ�SRSXODULW\�LQ�(XURSH�DQG��WR�D�OHVVHU
H[WHQW��LQ�RWKHU�SDUWV�RI�WKH�ZRUOG��:RUOG�WUDGH�LQ�VR\EHDQV�DQG�VR\EHDQ
PHDO� ZLOO� EH� IXHOHG� E\� GHPDQG� LQ� GHYHORSLQJ� FRXQWULHV� DV� OLYHVWRFN
KHUGV� LQFUHDVH� LQ�VL]H�DQG�QXPEHU��7KH�8QLWHG�6WDWHV� LV�H[SHFWHG� WR� LQ�
FUHDVH�SURGXFWLRQ�DQG�H[SRUWV�RI�ERWK�VR\EHDQV�DQG�VR\EHDQ�PHDO��WKXV
UHYHUVLQJ�D�GRZQZDUG�WUHQG��86'$��

,QWHUQDWLRQDO�7UDGH�$JUHHPHQWV�DQG�$JULFXOWXUH

7KH� 1RUWK� $PHULFDQ� )UHH� 7UDGH� $JUHHPHQW� DQG� WKH� 8UXJXD\
5RXQG� $JUHHPHQWV� �85$�� LQ� WKH� *HQHUDO� $JUHHPHQWV� RQ� 7DULIIV� DQG
7UDGH� VKRXOG� IDYRUDEO\� DIIHFW� WKH�8�6�� DJULFXOWXUDO� WUDGH� EDODQFH��0RVW
H[SHUWV�DJUHH�WKDW�WKH�8QLWHG�6WDWHV�ZLOO�EHQHILW�IURP�WKH�LQFUHDVHG�WUDGH
DQG� ZRUOG� GHPDQG� DIIRUGHG� E\� WKHVH� DJUHHPHQWV�� DV� FORVHG� PDUNHWV
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RSHQ�DQG�FXUUHQW�PDUNHWV�H[SDQG�DV�D�UHVXOW�RI�OLEHUDOL]HG�WUDGH��7DEOH��
UHIOHFWV�WKH�SUHGLFWLRQV�IURP�WKH�8�6��,QWHUQDWLRQDO�7UDGH�&RPPLVVLRQ�RI
WKH�LPSDFW�RI�WKH�85$��2QO\�GDLU\�SURGXFWV�DUH�H[SHFWHG�WR�VHH�D�VL]DEOH
LQFUHDVH� LQ� LPSRUWV��DQG�QR�VHFWRU� VKRXOG�VXIIHU�DQ\WKLQJ�ZRUVH� WKDQ�D
QHJOLJLEOH�GHFUHDVH�LQ�H[SRUWV�DV�D�UHVXOW�RI�WKH�85$��2Q�WKH�RWKHU�KDQG�
VHYHUDO� VHFWRUV�� PRVW� QRWDEO\� EHYHUDJHV� �HVSHFLDOO\� GLVWLOOHG� VSLULWV��
VKRXOG�HQMR\�D�VLJQLILFDQW� LQFUHDVH� LQ�H[SRUWV��2WKHU�VWURQJ�DJULFXOWXUDO
VHFWRUV�LQ�.HQWXFN\�ZKLFK�H[SHFW�WR�VHH�PRUH�H[SRUW�GHPDQG�DV�D�UHVXOW
RI�WKH�85$�LQFOXGH�OLYHVWRFN��WREDFFR�DQG�GDLU\�SURGXFWV�

TABLE 1
Potential Impact of the Uruguay Round Agreements

of GATT on U.S. Agriculture
SE C TOR IM P OR TS  TO U.S. EX P OR TS  FR OM  U.S.

Livestock and meat • small increase
• small increase in beef
• modest increase (5-15%) in pork

Poultry and eggs • negligible change • small increase

Dairy • sizable increase
        (over 15%)

• sizable increase
        (over 15%)

Fruits and vegetables • negligible increase • modest increase
Grain, milled grain, animal
feed • negligible increase • modest increase

Oilseed and oilseed products • small increase • negligible decrease

Beverages • small increase • sizable increase (15-25%),
        mostly in distilled spirits

Tobacco and tobacco prod-
ucts* • small increase • modest increase (5-10%)

*These figures assume domestic content legislation remains intact.
Source:  U.S. International Trade Commission, 1994

7KH� OLEHUDOL]DWLRQ� RI� JOREDO� WUDGH�� DV�ZHOO� DV� HFRQRPLF� DGYDQFHV
DQG�SRSXODWLRQ�JURZWK�LQ�GHYHORSLQJ�FRXQWULHV��VKRXOG�EULQJ�VLJQLILFDQW
QHZ� RSSRUWXQLWLHV� IRU� 8�6�� DJULFXOWXUDO� H[SRUWV�� .HQWXFN\�ZLOO� EH� LQ� D
EHWWHU�SRVLWLRQ� WR� HQMR\� WKHVH�GHYHORSPHQWV� LQ�ZRUOG� WUDGH� LI� LW� FDQ� LQ�
FUHDVH�WKH�YDOXH�DGGHG�WR�LWV�DJULFXOWXUDO�H[SRUWV��,I�ZH�GR�QRW�DQWLFLSDWH
WKH�FKDQJHV�DW�ZRUN�LQ�ZRUOG�DJULFXOWXUH�DQG�DFW�DFFRUGLQJO\��ZH�ZLOO�EH
OHIW� EHKLQG�� 7KH� H[SHULHQFHV� RI�.HQWXFN\
V� WREDFFR� SURGXFHUV� UHLQIRUFH
WKH�PHVVDJH� WKDW�ZKHWKHU�ZH�ZLVK� WR� FRQIURQW� WKHVH� FKDOOHQJHV� RU� QRW�
ZH�DUH�DOUHDG\�HQJDJHG�LQ�JOREDO�FRPSHWLWLRQ��$PHULFDQ�WREDFFR�JURZ�
HUV�KDYH�VHHQ�WKHLU�VKDUH�RI�WKH�ZRUOG�PDUNHW�IDOO�IURP����SHUFHQW�LQ�����
WR����SHUFHQW� LQ������ �&RPPXQLW\�)DUP�$OOLDQFH���������7KH� LQFUHDVLQJ
TXDOLW\� RI� IRUHLJQ� WREDFFR� LV� D�PDMRU� WKUHDW� WR�8�6�� WREDFFR� SURGXFWLRQ
DQG�D�GULYLQJ�IDFWRU�EHKLQG�WKH�H[SHFWHG�GHFUHDVH�LQ�.HQWXFN\
V�WREDFFR



TXRWDV�LQ�FRPLQJ�\HDUV��&KLOGUHVV���������%XW�MXVW�DV�JOREDOL]DWLRQ�EULQJV
LQFUHDVHG�FRPSHWLWLRQ��LW�FDQ�DOVR�RSHQ�QHZ�PDUNHWV�DQG�LQWURGXFH�8�6�
SURGXFWV�WR�KXQGUHGV�RI�PLOOLRQV�RI�QHZ�FRQVXPHUV�



)DFWRULHV
QH�RI� WKH�HQGXULQJ�FKDUDFWHULVWLFV�RI�.HQWXFN\
V�HFRQRP\� LV� WKH
PLVFRQFHSWLRQ� RI� LW�� 3HRSOH� ZKR� EHOLHYH� WKDW� DJULFXOWXUH� LV� WKH
PDLQ�VRXUFH�RI�LQFRPH�IRU�.HQWXFN\�ZLOO�QR�GRXEW�EH�VXUSULVHG

WR�OHDUQ�WKDW�IDUPLQJ�DQG�DJULFXOWXUDO�VHUYLFHV�DFFRXQWHG�IRU�OHVV�WKDQ����
SHUFHQW�RI�DOO�HDUQLQJV�LQ�������DERXW�WKH�VDPH�DV�FLYLOLDQ�HPSOR\PHQW�LQ
WKH� IHGHUDO� JRYHUQPHQW� DQG� RQO\� KDOI� DV� PXFK� DV� WUDQVSRUWDWLRQ� DQG
SXEOLF�XWLOLWLHV
�VKDUH�RI�WRWDO�HDUQLQJV��8�6��%XUHDX�RI�(FRQRPLF�$QDO\VLV
>%($@�� ������� $PRQJ� WKH� &RPPRQZHDOWK
V� ��� QRQ�PHWURSROLWDQ� FRXQ�
WLHV��RQO\�QLQH�DUH�FODVVLILHG�E\�WKH�86'$�DV�IDUPLQJ�GHSHQGHQW��ZKLOH���
DUH�FODVVLILHG�DV�PDQXIDFWXULQJ�GHSHQGHQW��86'$������E��

0DQXIDFWXULQJ�� LQ� IDFW�� LV� IDU�PRUH� LPSRUWDQW� WR� WKH� VWDWH
V� HFRQ�
RP\�WKDQ�VRPH�RI�WKH�LQGXVWULHV�WUDGLWLRQDOO\�DVVRFLDWHG�ZLWK�.HQWXFN\�
1HDUO\����SHUFHQW�RI�.HQWXFN\
V�HDUQLQJV�FRPH�IURP�PDQXIDFWXULQJ�HP�
SOR\PHQW��GRZQ�MXVW�VOLJKWO\�VLQFH������
%\�FRPSDULVRQ��PLQLQJ
V�FRQWULEXWLRQ�WR
VWDWH� HDUQLQJV�� WKRXJK� IOXFWXDWLQJ� GUD�
PDWLFDOO\��KDV�QRW�HYHQ�UHDFKHG�WHQ�SHU�
FHQW� GXULQJ� WKH� SDVW� ��� \HDUV�� DQG� LV
FXUUHQWO\� DERXW� WKUHH� SHUFHQW� �%($�� ������� &RPSDUHG� WR� WKH� 8QLWHG
6WDWHV� DYHUDJH�� .HQWXFN\� UHFHLYHV� D� ODUJHU� VKDUH� RI� LWV� HDUQLQJV� IURP
PDQXIDFWXULQJ�DQG�KDV�D�KLJKHU�SHUFHQWDJH�RI�LWV�MREV�LQ�PDQXIDFWXULQJ�

7KLV�VHFWLRQ�EHJLQV�ZLWK�DQ�RYHUYLHZ�RI�PDQXIDFWXULQJ�DFURVV�UX�
UDO�.HQWXFN\��DQG�WKHQ�H[DPLQHV�WZR�PDQXIDFWXULQJ�LQGXVWULHV�RI�VSHFLDO
LPSRUWDQFH�WR�WKH�VWDWH��DSSDUHO�DQG�ZRRG�SURGXFWV�

2

0DQ\� RI� .HQWXFN\
V� UXUDO
FRXQWLHV�KDYH�KXQGUHGV�RI�MREV
LQ� H[SRUW�� RU� LPSRUW�VHQVLWLYH
PDQXIDFWXULQJ�LQGXVWULHV���



2YHUYLHZ
'XULQJ� WKH� SDVW� ��� \HDUV�� PDQXIDFWXULQJ� HPSOR\PHQW� KDV� LQ�

FUHDVLQJO\�PLJUDWHG�WR�UXUDO�FRXQWLHV��ZKLOH�VHUYLFH�VHFWRU�HPSOR\PHQW�
WKRXJK� JURZLQJ� LQ� DOO� DUHDV�� KDV� EHFRPH� PRUH� FRQFHQWUDWHG� LQ� XUEDQ
FRXQWLHV�� 7KH� QXPEHU� RI� UXUDO� PDQXIDFWXULQJ� MREV� UHPDLQHG� YLUWXDOO\

XQFKDQJHG� EHWZHHQ� ����
DQG� ������ DQG� WKHQ� LQ�
FUHDVHG� E\� PRUH� WKDQ� ��
SHUFHQW� EHWZHHQ� ����� DQG
������ 0HWURSROLWDQ� FRXQ�
WLHV��FRQYHUVHO\��KDG�QHDUO\
��� SHUFHQW� IHZHU� PDQXIDF�
WXULQJ� MREV� LQ� ����� WKDQ
WKH\� GLG� LQ� ������ 0HDQ�
ZKLOH�� WKH� UXUDO� VKDUH� RI
.HQWXFN\
V�VHUYLFH�MREV�IHOO�
,Q� ������ ��� SHUFHQW� RI� DOO
VHUYLFH� LQGXVWU\� MREV� LQ
.HQWXFN\� ZHUH� RXWVLGH� RI
PHWURSROLWDQ� FRXQWLHV�� LQ
������ UXUDO� FRXQWLHV� KDG

RQO\� ��� SHUFHQW� RI� WKH� VWDWH
V� VHUYLFH� MREV�� 7KLV� RFFXUUHG� HYHQ� DV� WKH
QXPEHU�RI�VHUYLFH�MREV�LQ�UXUDO�DUHDV�LQFUHDVHG�E\�PRUH�WKDQ���������8�6�
%XUHDX�RI�WKH�&HQVXV��������������������������������

$OWKRXJK�PDQXIDFWXULQJ�HPSOR\PHQW� LV�EHFRPLQJ�PRUH�FRQFHQ�
WUDWHG�RXWVLGH�RI�.HQWXFN\
V�PHWURSROLWDQ�DUHDV�� LW� LV�QRW�HYHQO\�GLVWULE�
XWHG�DFURVV� UXUDO� FRXQWLHV��6L[�RI� WKH���� UXUDO� FRXQWLHV� FODVVLILHG�E\� WKH
86'$�DV�PDQXIDFWXULQJ�GHSHQGHQW�FDQ�EH�IRXQG�ZLWKLQ�RQH�DUHD�GHYHO�
RSPHQW� GLVWULFW�� %DUUHQ� 5LYHU�� ZKLFK� OLHV� DORQJ� WKH� 7HQQHVVHH� ERUGHU�
DQG� VL[� PRUH� PDQXIDFWXULQJ�GHSHQGHQW� UXUDO� FRXQWLHV� DUH� ORFDWHG
QHDUE\��2I� WKH����$SSDODFKLDQ�FRXQWLHV� LQ� WKH�VWDWH��RQO\� WKUHH�� ORFDWHG
DORQJ� RU� QHDU� WKH� 7HQQHVVHH� ERUGHU�� DUH� FODVVLILHG� DV� PDQXIDFWXULQJ�
GHSHQGHQW������E���$SSDUHO�PDQXIDFWXUHUV�FRQVWLWXWH�D�ODUJH�VKDUH�RI�WKH
MREV�LQ�VRXWK�FHQWUDO�FRXQWLHV��,Q�WKLV�SDUW�RI�WKH�VWDWH�WKHUH�DUH����FRXQ�
WLHV� LQ�ZKLFK�PRUH� WKDQ� KDOI� RI� DOO� PDQXIDFWXULQJ� MREV� DUH� LQ� DSSDUHO�
)DEULFDWHG� PHWDO� SURGXFWV�� ZKLFK� LV� WKH� VHFRQG� ODUJHVW� PDQXIDFWXULQJ

FIGURE 3
Rural Counties’ Share of State
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LQGXVWU\�LQ�UXUDO�.HQWXFN\�DIWHU�DSSDUHO��LV�PRUH�FRQFHQWUDWHG�LQ�ZHVWHUQ
DQG�QRUWKHUQ�FRXQWLHV�

7KH�,PSDFW�RI�*OREDOL]DWLRQ

7KH�JURZWK�RI�PDQXIDFWXULQJ�DEURDG�PD\�OHDG�VRPH�SHRSOH�WR�EH�
OLHYH�WKDW�WKH�VXQ�LV�VHWWLQJ�RQ�$PHULFDQ�PDQXIDFWXULQJ��EXW�WKH�%XUHDX�RI
/DERU�6WDWLVWLFV�UHFHQWO\�REVHUYHG�WKDW��LQ�WHUPV�RI�SURGXFWLRQ��HIILFLHQF\�
DQG�FRPSHWLWLYHQHVV��8�6��PDQXIDFWXULQJ� LV�KROGLQJ� LWV� RZQ�� �0LWWHOKDX�
VHU��������S�������7KH�PDQXIDFWXULQJ�VHFWRU
V�FRQWULEXWLRQ�WR�JURVV�GRPHVWLF
SURGXFW�KDV� IDOOHQ�RQO\� VOLJKWO\�RYHU� WKH� ODVW����\HDUV�� HYHQ�DV�PDQXIDF�
WXULQJ
V�VKDUH�RI� WRWDO�HPSOR\PHQW�KDV�VWHDGLO\�GHFOLQHG�IURP����SHUFHQW
WR����SHUFHQW�QDWLRQZLGH��0LWWHOKDXVHU���0XFK�RI� WKLV�GHFOLQH�PD\�EH�DW�
WULEXWDEOH�WR�DQ�LQFUHDVHG�UHOLDQFH�RQ�FRQWUDFW�VHUYLFHV�DQG�ULVLQJ�SURGXF�
WLYLW\��UDWKHU�WKDQ�ZRUOG�WUDGH��7KH�LQFUHDVHV� LQ�SURGXFWLYLW\�ZKLFK�KDYH
DOORZHG� PDQXIDFWXUHUV� WR� SURGXFH� D� ODUJH� VKDUH� RI� WKH� QDWLRQ
V� RXWSXW
ZKLOH�HPSOR\LQJ�D�VKULQNLQJ�VKDUH�RI�WKH�QDWLRQ
V�ODERU�IRUFH�DUH�D�PL[HG
EOHVVLQJ��+LJKHU�SURGXFWLYLW\� IRU�H[LVWLQJ�ZRUNHUV�KDV�KLVWRULFDOO\� OHG� WR
KLJKHU� ZDJHV�� EXW� LW� DOVR� PD\� OHDG� WR� MRE� ORVVHV� GXH� WR� SRWHQWLDO
GRZQVL]LQJ�DQG�WKH�GLPLQLVKHG�FKDQFHV�IRU�IXWXUH�HPSOR\PHQW�JURZWK�

,QWHUQDWLRQDO�WUDGH�KDV�FHUWDLQO\�FRQWULEXWHG�WR� ORQJ�WHUP�HPSOR\�
PHQW� GHFOLQHV� LQ� VRPH� PDQXIDFWXULQJ� LQGXVWULHV�� 0DQ\� MREV�� ERWK� ORZ�
VNLOO�DQG�KLJK�VNLOO��KDYH�PLJUDWHG�VRXWK�RI�WKH�ERUGHU�RU�DFURVV�WKH�VHDV�
1RW�RQH�9&5��IRU�H[DPSOH�� LV�PDQXIDFWXUHG�LQ�WKH�8QLWHG�6WDWHV��IRUHLJQ
DXWRPRELOH�SURGXFHUV� KDYH� VWDNHG� FODLP� WR�PRUH� WKDQ� ���SHUFHQW� RI� WKH
GRPHVWLF�PDUNHW�� DQG� DSSDUHO� LV� WKH� ODUJHVW�PDQXIDFWXULQJ� HPSOR\HU� LQ
WKH� GHYHORSLQJ�ZRUOG�� %XW� LQWHUQDWLRQDO� WUDGH�� OLNH� SURGXFWLYLW\�� KDV� LWV
JRRG�VLGH�DV�ZHOO�DV�LWV�EDG��,Q�IDFW��LQWHUQDWLRQDO�WUDGH�PD\�SOD\�D�UROH�LQ
FRXQWHUDFWLQJ� WKH� QHJDWLYH� HIIHFW� RI� SURGXFWLYLW\� JDLQV� RQ� HPSOR\PHQW�
7KH� %XUHDX� RI� /DERU� 6WDWLVWLFV� VXJJHVWV� WKDW� LQGXVWULHV�ZLWK� KLJKHU� SUR�
GXFWLYLW\�JURZWK�KDYH�DPRQJ�WKH�KLJKHVW�UDWHV�RI�QHW�MRE�JURZWK�EHFDXVH
RI�WKHLU�DELOLW\�WR�FRPSHWH�LQ�WKH�JOREDO�PDUNHWSODFH��0LWWHOKDXVHU��������

$QRWKHU�ZD\�WKDW�WKH�JOREDO�HFRQRP\�FRQWULEXWHV�WR�PDQXIDFWXULQJ
HPSOR\PHQW�LV�WKURXJK�IRUHLJQ�GLUHFW�LQYHVWPHQW��&HUWDLQO\�WKH�PRVW�VDOL�
HQW�H[DPSOH�LQ�.HQWXFN\�RI�MRE�FUHDWLRQ�IURP�LQYHVWPHQW�E\�D�IRUHLJQ�ILUP
LV�WKH�7R\RWD�SODQW�LQ�6FRWW�&RXQW\��EXW�WKHUH�DUH�PDQ\�IRUHLJQ�FRPSDQLHV
LQ�PDQ\�LQGXVWULHV�ZKLFK�SURYLGH� LPSRUWDQW�PDQXIDFWXULQJ� MREV� LQ�.HQ�
WXFN\�FRPPXQLWLHV��%HWZHHQ������DQG�������MREV�LQ�IRUHLJQ�RZQHG�PDQX�



IDFWXULQJ�HVWDEOLVKPHQWV�WULSOHG��DQG�QRZ�UHSUHVHQW�DERXW����SHUFHQW�RI�DOO
PDQXIDFWXULQJ� HPSOR\PHQW� LQ� WKH� &RPPRQZHDOWK� �%($�� ������ ������
)RUHLJQ�RZQHG�PDQXIDFWXULQJ� ILUPV� EDVHG� LQ� .HQWXFN\� KDYH� DQ� DQQXDO
SD\UROO� RI� PRUH� WKDQ� ��� ELOOLRQ� �%($�� ������� ,Q� ������ .HQWXFN\� UDQNHG
IRXUWK� QDWLRQDOO\� LQ� WKH� QXPEHU� RI� IRUHLJQ�RZQHG� WUDQVSRUWDWLRQ� HTXLS�
PHQW� ILUPV�� QLQWK� LQ� WKH� QXPEHU� RI� SULPDU\�PHWDOV�PDQXIDFWXUHUV�� DQG
VL[WHHQWK� LQ� WKH�QXPEHU�RI� IDEULFDWHG�PHWDOV�PDQXIDFWXUHUV� �%($�� ������
)RUHLJQ� EXVLQHVVHV�� ZKLFK� FOHDUO\� KDYH� QR� DYHUVLRQ� WR� FRPLQJ� WR� .HQ�
WXFN\��LQYHVWHG�����ELOOLRQ�LQ�WKH�8QLWHG�6WDWHV�LQ�������PDNLQJ�WKH�8QLWHG
6WDWHV� WKH�JOREDO� OHDGHU� LQ� UHFHLSWV�RI� LQWHUQDWLRQDO� LQYHVWPHQW� �%OHDNOH\�
������

$V�LQWHUQDWLRQDO�WUDGH�H[SDQGV�LQ�WKH�IXWXUH��ZKDW�HIIHFWV�FRXOG�WKLV
KDYH�RQ�PDQXIDFWXULQJ�HPSOR\PHQW"�7KH�%XUHDX�RI�/DERU�6WDWLVWLFV��%/6�
KDV� IRUHFDVW�QDWLRQDO� HPSOR\PHQW� LQ�KXQGUHGV�RI� LQGXVWULHV�XQGHU� WKUHH
GLIIHUHQW� VFHQDULRV�� KLJK� WUDGH�JURZWK��PRGHUDWH� WUDGH�JURZWK�� DQG� ORZ
WUDGH�JURZWK��7KH�IRUHFDVWV�VXJJHVW�WKDW�LQ�WKH�DJJUHJDWH��WKH�HPSOR\PHQW
HIIHFWV�RI�H[SRUWV�DQG�LPSRUWV�WHQG�WR�EDODQFH�HDFK�RWKHU�RXW��VR�WKDW�WRWDO
HPSOR\PHQW� OHYHOV� DUH� QRW� DIIHFWHG� PXFK� E\� WKH� OHYHO� RI� LQWHUQDWLRQDO
WUDGH� �6X� DQG� &KHQWUHQV�� ������� 7RWDO� HPSOR\PHQW� SURMHFWLRQV� IRU� WKH
8QLWHG� 6WDWHV� WKURXJK� ����� YDU\� E\� RQO\� ������� MREV� EHWZHHQ� WKH� KLJK
WUDGH�JURZWK� DQG� ORZ� WUDGH�JURZWK� VFHQDULRV�� +RZHYHU�� ZLWKLQ� D� SDU�
WLFXODU�LQGXVWU\��WKH�LPSDFW�RI�WUDGH�FDQ�EH�IDU�PRUH�GUDPDWLF��$FFRUGLQJ
WR�WKH�%/6�SURMHFWLRQV�� IRU�H[DPSOH��DSSDUHO� LQGXVWU\�HPSOR\PHQW� LQ� WKH
8QLWHG�6WDWHV�LV�SURMHFWHG�WR�EH����SHUFHQW�ORZHU�LQ�WKH�KLJK�WUDGH�JURZWK
VFHQDULR��EHFDXVH�RI�LQFUHDVHG�FRPSHWLWLRQ�IURP�LPSRUWV��WKDQ�LQ�WKH�ORZ
WUDGH�JURZWK� VFHQDULR�� &RQYHUVHO\�� HPSOR\PHQW� LQ� VRPH�PDQXIDFWXULQJ
LQGXVWULHV� LV� SURMHFWHG� WR� EH� ��� SHUFHQW� KLJKHU� LQ� WKH� KLJK� WUDGH�JURZWK
VFHQDULR��EHFDXVH�RI�LQFUHDVHG�H[SRUWV���,QGXVWULHV�ZKLFK�DUH�JUHDWO\�KXUW
RU�KHOSHG�E\�WUDGH�DUH�NQRZQ�DV��WUDGH�VHQVLWLYH��

7UDGH�6HQVLWLYH�-REV�LQ�5XUDO�.HQWXFN\

+RZ�.HQWXFN\
V�UXUDO�FRXQWLHV�ZLOO�EH�DIIHFWHG�E\�WKH�JURZWK�RI�WKH
LQWHUQDWLRQDO� HFRQRP\� SDUWO\� GHSHQGV� RQ� KRZ� VHQVLWLYH� UXUDO� PDQXIDF�
WXULQJ� LQGXVWULHV� DUH� WR� JOREDO� WUDGH�� ,Q� JHQHUDO�� ZKHQ� ZRUOG� WUDGH� LQ�
FUHDVHV�� H[SRUW�VHQVLWLYH� LQGXVWULHV� DUH� PRUH� OLNHO\� WR� VHH� HPSOR\PHQW



Factories

JURZWK��ZKLOH� LPSRUW�VHQVLWLYH� LQGXVWULHV�DUH�PRUH� OLNHO\� WR� VHH�HPSOR\�
PHQW�GHFOLQHV�RU�OLWWOH�JURZWK��

7DEOHV� �� DQG� �� VXJJHVW� KRZ� UXUDO�.HQWXFN\�PLJKW� EH� DIIHFWHG� E\
WKH�JURZWK�RI�LQWHUQDWLRQDO�WUDGH��0DQ\�RI�.HQWXFN\
V�UXUDO�FRXQWLHV�KDYH
KXQGUHGV�RI�MREV�LQ�H[SRUW��RU�LPSRUW�VHQVLWLYH�PDQXIDFWXULQJ�LQGXVWULHV�
DQG�LQ�VRPH�FRXQWLHV�WKHVH�MREV�FRQVWLWXWH�D�ODUJH�SHUFHQWDJH�RI�WRWDO�HP�
SOR\PHQW��5RXJKO\�KDOI�RI�DOO�HPSOR\PHQW�LQ�-DFNVRQ�&RXQW\�LV�LQ�H[SRUW�
VHQVLWLYH� LQGXVWULHV�� DQG� H[SRUW�VHQVLWLYH� LQGXVWULHV� DFFRXQW� IRU� D� ODUJH
SHUFHQWDJH� RI� WRWDO� HPSOR\PHQW� LQ� %DOODUG�� &OD\� DQG� 3RZHOO� FRXQWLHV�
DPRQJ� RWKHUV�� /LNHZLVH�� LPSRUW�VHQVLWLYH� LQGXVWULHV� DFFRXQW� IRU� D� ODUJH
SHUFHQWDJH�RI�MREV�LQ�PDQ\�UXUDO�FRXQWLHV��,Q�&DVH\��&OLQWRQ��0HWFDOIH�DQG
1LFKRODV� FRXQWLHV�� FORVH� WR�KDOI� RI� DOO�QRQ�JRYHUQPHQW� HPSOR\PHQW� LV� LQ
LPSRUW�VHQVLWLYH�PDQXIDFWXULQJ� LQGXVWULHV�� DQG� LQ� ��� RWKHU� FRXQWLHV� LP�
SRUW�VHQVLWLYH� LQGXVWULHV� DFFRXQW� IRU� DW� OHDVW� ��� SHUFHQW� RI� DOO� QRQ�
JRYHUQPHQW�HPSOR\PHQW�

                                                          
1 The industries classified as "export-sensitive" or "import-sensitive" are based on a 1993 Bureau of Labor Statistics study
of manufacturing industries between 1982 and 1987 (Bednarzik). Export-sensitive industries (classified at the four-digit
Standard Industrial Classification [SIC] level) are defined by the study’s author as those in which at least 20 percent of
U.S. production is exported; import-sensitive industries are defined as those in which at least 30 percent of the supply in
the United States is imported. The industries are separated into high-wage, medium-wage or low-wage categories based on
a comparison of manufacturing industries classified at the two-digit SIC level.

TABLE 2
Rural Employment in Export-Sensitive Manufacturing Industries

(Counties with 50 or more jobs in export-sensitive industries)

Total Type of Industry Total Type of Industry

County

Export
Sensitive

Jobs*
High
Wage

Medium
Wage

Low
Wage County

Export
Sensitive

Jobs*
High
Wage

Medium
Wage

Low
Wage

Allen    170 0 170 0 Marion    122 0 122    0
Ballard 652 10 642 0 Marshall    854 830 24    0
Barren    140 0 140 0 McLean 52 0 52    0
Bath    140 0 140 0 Monroe    110 0 110    0
Bell 70 0 70 0 Montgomery    154 0 154    0
Bracken 230 230 0 0 Nelson 82 0 82    0
Carroll 349 340 9 0 Perry 60 0 60    0
Clay    420 0 420 0 Powell    610 0 610    0
Graves 2147 0 2147 0 Pulaski 77 33 44    0
Grayson  470 0 470 0 Rockcastle 57 0 57    0
Hancock    609 153 456 0 Shelby    305 150 155    0
Harrison      64 0 64 0 Simpson      90 0 90    0
Hopkins 864 800 64 0 Taylor    160 0 160    0
Jackson 700 0 700 0 Trigg 91 0 91    0
Knox 214 0 214 0 Union 216 0 216    0
Lincoln 50 0 50 0 Webster 98 0 98    0
Logan 123 0 123 0

*Bold numbers represent more than 10 percent of non-government employment in the county
Source: Kentucky Long-Term Policy Research Center analysis of data from: Bednarzik, 1993; U.S. Bureau of the Census,

1994; Kentucky Cabinet for Economic Development, 1994.



$OVR�QRWHZRUWK\� LQ�7DEOHV� �� DQG��� LV� WKDW� DOPRVW� QRQH� RI� WKH� LP�
SRUW�VHQVLWLYH�MREV�DUH�LQ�KLJK�ZDJH�LQGXVWULHV��DQG�QR�H[SRUW�VHQVLWLYH�MRE
LV�LQ�D�ORZ�ZDJH�LQGXVWU\��7KLV�ILWV�ZLWK�HFRQRPLF�WKHRU\��7KH�SURGXFWV�D
FRXQWU\� VXFK� DV� WKH�8QLWHG� 6WDWHV�ZLOO� OLNHO\� H[SRUW� DUH� SURGXFWV�ZKLFK
UHTXLUH�PRUH�FDSLWDO�LQYHVWPHQW�DQG�D�VNLOOHG�ZRUNIRUFH��+LJK�FDSLWDO�LQ�
YHVWPHQW�SHU�ZRUNHU�DQG�KLJK�VNLOOV� LQ�WKH�ZRUNIRUFH�JHQHUDOO\�WUDQVODWH
LQWR�KLJKHU�ZDJHV� IRU� HPSOR\HHV��&RQYHUVHO\�� WKH�8QLWHG� 6WDWHV� LV�PRUH
OLNHO\�WR�LPSRUW�SURGXFWV�UHTXLULQJ�ORZ�FDSLWDO�LQYHVWPHQW�DQG�ORZ�VNLOOV�
ZKLFK�FRQVHTXHQWO\�OHDG�WR�ORZ�ZDJHV��/RZ�VNLOO�� ORZ�ZDJH�PDQXIDFWXU�
LQJ� LQGXVWULHV� LQ� WKH� 8QLWHG� 6WDWHV� ZLOO� ILQG� LW� LQFUHDVLQJO\� GLIILFXOW� WR
FRPSHWH� DV� EDUULHUV� WR�ZRUOG� WUDGH� FRQWLQXH� WR� IDOO��0DQ\� RI� WKH� MREV� LQ
WKHVH�LQGXVWULHV�DUH�YXOQHUDEOH�

TABLE 3
Rural Employment in Import-Sensitive Manufacturing Industries

(Counties with 50 or more jobs in import-sensitive industries)
Total Type of Industry Total Type of Industry

County

Import
Sensitive

Jobs*

High
Wage

Medium
Wage

  Low
  Wage

County

Import
Sensitive

Jobs*

High
Wage

Medium
Wage

Low
Wage

Adair     605 0 105 500 Laurel   153 0 65 88
Allen    361 0 10 351 Lee    159 0 11 148
Anderson    337 0 337 0 Lewis    706 0 0 706
Ballard      80 0 80 0 Livingston      90 0 90 0
Barren    264 0 0 264 Logan    706 0 43 663
Bath    130 0 130 0 Marion    150 0 147 3
Boyle    171 0 171 0 Marshall    139 120 19 0
Butler  1201 0 825 376 Mason    200 0 200 0
Calloway  1610 0 10 1600 McCracken    562 400 162 0
Carlisle    114 0 114 0 McCreary    222 0 3 219
Casey 1256 0 356 900 Mercer     899 0 899 0
Clay    400 0 400 0 Metcalfe 1013 0 755 258
Clinton    796 0 23 773 Monroe    831 0 85 746
Cumberland    217 0 17 200 Montgomery    639 0 149 490
Fleming    475 0 0 475 Muhlenberg    144 0 144 0
Franklin    195 0 95 100 Nicholas    650 0 0 650
Graves    718 0 702 16 Ohio    367 0 154 213
Grayson  1302 0 619 683 Pulaski    349 0 344 5
Green    500 0 0 500 Rowan      69 0 69 0
Hancock    188 0 188 0 Russell    235 0 235 0
Hardin      67 0 67 0 Shelby    430 0 430 0
Harrison      64 0 64 0 Simpson      85 0 85 0
Hart      85 0 15 70 Taylor    244 0 244 0
Henry    658 0 483 175 Union    415 0 415 0
Hickman    270 0 10 260 Warren 1370 0 420 950
Hopkins      75 0 75 0 Wayne    753 0 0 753
Larue      50 0 50 0 Whitley  1070 0 580 490

*Bold numbers represent more than 10 percent of non-government employment in the county
 Source: Kentucky Long-Term Policy Research Center analysis of data from: Bednarzik, 1993; U.S. Bureau of the Census,

1994; Kentucky Cabinet for Economic Development, 1994.
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)LQDOO\��D�FRXSOH�RI�FDYHDWV�DUH� LQ�RUGHU�ZLWK�UHJDUG� WR�KRZ�WKHVH
WDEOHV�DUH�LQWHUSUHWHG��7KH\�DUH�PHDQW�WR�SURYLGH�D�URXJK�VNHWFK³QRWKLQJ
PRUH³RI� WKH� HFRQRPLF� VWUXFWXUH� RI� .HQWXFN\
V� UXUDO� FRXQWLHV�� 7KH� GDWD
DUH�KLJKO\�DJJUHJDWHG��DUH�EDVHG�RQ�D�%/6�VWXG\�RI�PDQXIDFWXULQJ�LQGXV�
WULHV� LQ� WKH� ����V�� DQG� GR� QRW� QHFHVVDULO\� SURMHFW� WKH� H[SRUW�� RU� LPSRUW�
VHQVLWLYLWLHV�RI�YDULRXV�LQGXVWULHV�LQ�WKH�IXWXUH��$OVR��PDQ\�ILUPV�PDQXIDF�
WXUH� D� YDULHW\� RI� SURGXFWV�� RIWHQ� DW� WKH� VDPH� SODQW�� DQG� VRPH� RI� WKHVH
SURGXFWV�DUH�PRUH�WUDGH�VHQVLWLYH�WKDQ�RWKHUV��$QG�ZKLOH�DQ�HQWLUH�LQGXV�
WU\�PD\� VWDQG� WR� EHQHILW� RU� VXIIHU� IURP� LQFUHDVHG� WUDGH�� SDUWLFXODU� ILUPV
ZLWKLQ�WKH�VDPH�LQGXVWU\�PD\�PHHW�ZLWK�YHU\�GLIIHUHQW� IDWHV��GHSHQGLQJ
RQ�KRZ�ZHOO� WKH\�DQWLFLSDWH�IXWXUH�QHHGV�DQG�RSSRUWXQLWLHV�� ,QGHHG��RQH
RI�WKH�PDMRU�JRDOV�RI�WKLV�UHSRUW� LV� WR�SURYLGH� LQIRUPDWLRQ�WR�ILUPV�DERXW
SRWHQWLDO�YXOQHUDELOLW\�DQG�WR�KHOS�WKHP�DYRLG�WKH�IDWHV�WKDW�EHIDOO�RWKHUV
LQ�WKHLU�LQGXVWU\�



$SSDUHO
2QH�PDQXIDFWXULQJ�LQGXVWU\�ZKLFK�PD\�EH�SDUWLFXODUO\�DIIHFWHG�E\

JOREDOL]DWLRQ� LV� WKH� DSSDUHO� LQGXVWU\�� %HWZHHQ� ����� DQG� �����PRUH� WKDQ
RQH�KDOI�RI�WKH�8�6��PDUNHW�IRU�VRPH�W\SHV�RI�DSSDUHO�EHORQJHG�WR�IRUHLJQ
SURGXFHUV��0RUHRYHU��LPSRUWV�RI�PDQ\�W\SHV�RI�DSSDUHO�DUH�ULVLQJ�TXLFNO\
�%HGQDU]LN���������,OOXVWUDWLQJ�WKH�HIIHFWV�ZRUOG�WUDGH�PD\�KDYH�RQ�WKLV�LQ�
GXVWU\�� WKH�%XUHDX�RI�/DERU�6WDWLVWLFV�SURMHFWV�8�6�� DSSDUHO� LQGXVWU\� HP�
SOR\PHQW�LQ�WKH�\HDU������WR�EH���������LI�ZRUOG�WUDGH�JURZV�PRUH�VORZO\

WKDQ� H[SHFWHG�� FRPSDUHG� WR� RQO\
�������� LI� ZRUOG� WUDGH� JURZV� PRUH
UDSLGO\� WKDQ� H[SHFWHG� �6X� DQG� &KHQ�
WUHQV���������7KH�DSSDUHO�LQGXVWU\�LV�WKH
FRUQHUVWRQH� RI� UXUDO� PDQXIDFWXULQJ� LQ

.HQWXFN\�� SDUWLFXODUO\� LQ� WKH� VRXWK�FHQWUDO� SDUW� RI� WKH� VWDWH�� ,Q� VHYHUDO
FRXQWLHV��DSSDUHO�DFFRXQWV�IRU�PRUH�WKDQ�KDOI�RI�DOO�PDQXIDFWXULQJ�MREV�

*OREDOL]DWLRQ�DQG�WKH�)XWXUH�RI
$SSDUHO�0DQXIDFWXULQJ

,Q� WKH� FRPLQJ�\HDUV�� WKH� OLEHUDOL]DWLRQ�RI�ZRUOG� WUDGH�PD\�KDYH�D
GHYDVWDWLQJ� LPSDFW� RQ� WKH� 8�6�� DSSDUHO� LQGXVWU\�� ZKLFK� KDV� DOUHDG\
ZHDWKHUHG�VLJQLILFDQW�MRE�ORVVHV��%HWZHHQ������DQG�������DSSDUHO�LQGXVWU\
HPSOR\PHQW�LQ�GHYHORSLQJ�FRXQWULHV�QHDUO\�GRXEOHG�DV�JOREDO�SURGXFWLRQ
PRYHG�WR�WDNH�DGYDQWDJH�RI�ORZHU�ZDJHV��2YHU�WKH�SDVW����\HDUV��DOPRVW
KDOI�RI�WKH�SURGXFWLYH�FDSDFLW\�RI� WKH�ZRUOG�DSSDUHO� LQGXVWU\�KDV�PRYHG
WR� GHYHORSLQJ� FRXQWULHV� �,7&�� ������� 5LFKDUG� 5RWKVWHLQ� RI� WKH� (FRQRPLF
3ROLF\� ,QVWLWXWH� LQ� :DVKLQJWRQ�� '&� DUJXHV� WKDW� 8�6�� PDQXIDFWXUHUV� DUH
VWUXJJOLQJ��QRW�EHFDXVH�WKH�7KLUG�:RUOG�KDV�WKH�FRPSHWLWLYH�DGYDQWDJH�LQ
DSSDUHO��EXW�EHFDXVH�RI�JRYHUQPHQW�LQGXFHG�FXUUHQF\�GHYDOXDWLRQV��ZDJH
UHGXFWLRQV�DQG�H[SRUW�SURPRWLRQV� �5RWKVWHLQ���������5RWKVWHLQ�QRWHV� WKDW
IRUHLJQ�JRYHUQPHQWV�JLYH�DSSDUHO�ILUPV�WD[�UHEDWHV��IDEULF�VXEVLGLHV��FDVK
JUDQWV� IRU� QHZ� SODQWV� DQG� HTXLSPHQW�� UHVHDUFK� DQG� GHYHORSPHQW� VXEVL�
GLHV�� DQG� SUHIHUHQWLDO� ILQDQFLQJ� DJUHHPHQWV�� 0RUHRYHU�� JRYHUQPHQWDO
SROLFLHV�RI�7KLUG�:RUOG� FRXQWULHV� NHHS� WKH�ZDJHV� RI� DSSDUHO�ZRUNHUV� LQ
WKRVH�FRXQWULHV�DUWLILFLDOO\�ORZ�

5HVWULFWLRQV�RQ� WH[WLOH�DQG�DSSDUHO� LPSRUWV� LQWR� WKH�8QLWHG�6WDWHV�
IURP� WKH� 6KRUW�7HUP� $UUDQJHPHQW� RI� ����� WKURXJK� WKH� 0XOWLILEHU� $U�

5XUDO�.HQWXFN\�ZDV� UDYDJHG�E\
DSSDUHO� SODQW� FORVLQJV� DQG� FRQ�
VROLGDWLRQV�LQ������
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UDQJHPHQW�DQG�LWV�H[WHQVLRQV�GDWLQJ�IURP������WR�������KDG�KHOSHG�LQVX�
ODWH�8�6��PDQXIDFWXUHUV�IURP�IRUHLJQ�FRPSHWLWLRQ��+RZHYHU��ZLWK�WKH�DG�
YHQW� RI� WKH� 1RUWK� $PHULFDQ� )UHH� 7UDGH� $JUHHPHQW� �1$)7$�� DQG� WKH
8UXJXD\�5RXQG�$JUHHPHQWV� �85$��� WKH�DSSDUHO� LQGXVWU\�ZLOO� EH� IRUFHG
WR�RSHUDWH�LQ�D� OLEHUDOL]HG�WUDGH�HQYLURQPHQW�ZLWKRXW�WKH�KHOS�RI�SURWHF�
WLRQLVW�PHDVXUHV��,Q�FRPSOLDQFH�ZLWK�1$)7$��ZKLFK�WRRN�HIIHFW�RQ�-DQX�
DU\� ��� ������ WKH� 8QLWHG� 6WDWHV� KDV� OLIWHG� TXRWDV� RQ� DSSUR[LPDWHO\� ��
SHUFHQW�RI�DSSDUHO�LPSRUWV�IURP�0H[LFR�DQG�KDV�UHPRYHG�WDULIIV�RQ�QHDUO\
���SHUFHQW�RI�DSSDUHO�LPSRUWV��7KH�8UXJXD\�5RXQG�$JUHHPHQW�RQ�7H[WLOHV
DQG�&ORWKLQJ�ZLOO� UHTXLUH� WKH�8QLWHG� 6WDWHV� WR� SKDVH� RXW� LPSRUW� TXRWDV
RYHU����\HDUV�

8QGHU�1$)7$��UHPRYDO�RI�8�6��TXRWDV�DQG�WDULIIV�PD\�UHVXOW�LQ�DQ
HVWLPDWHG� ���SHUFHQW� VKRUW�WHUP� LQFUHDVH� DQG� D� ��� SHUFHQW� ORQJ�WHUP� LQ�
FUHDVH� LQ�0H[LFDQ� DSSDUHO� H[SRUWV� WR� WKH� 8QLWHG� 6WDWHV�� 8�6�� H[SRUWV� WR
0H[LFR�DUH�XQOLNHO\�WR�LQFUHDVH�E\�PRUH�WKDQ�RQH�SHUFHQW�RI�WRWDO�DSSDUHO
H[SRUWV��,7&���������2YHUDOO��WKH�8�6��WH[WLOH�DQG�DSSDUHO�WUDGH�ZLOO�H[SHUL�
HQFH�PLQLPDO� FKDQJH�EHFDXVH�0H[LFR� FRPSULVHV� VXFK� D� VPDOO� SRUWLRQ� RI
WKDW�WUDGH��7KH�HIIHFWV�RI�WKH�85$�ZLOO�OLNHO\�EH�PRUH�SURIRXQG��7KH�8�6�
,QWHUQDWLRQDO�7UDGH�&RPPLVVLRQ��,7&��SUHGLFWV�WKH�85$�ZLOO�LQFUHDVH�WKH
8�6��WUDGH�GHILFLW� LQ�WH[WLOHV�DQG�DSSDUHO��$Q�H[SHFWHG�LQFUHDVH�LQ�H[SRUWV
RI�PRUH�WKDQ����SHUFHQW�ZLOO�EH�RXWZHLJKHG�E\�DQ�HYHQ�ODUJHU�LQFUHDVH�LQ
LPSRUWV��$V�D�UHVXOW��8�6��SURGXFWLRQ�DQG�HPSOR\PHQW�ZLOO�OLNHO\�GHFUHDVH
E\��� WR� ���SHUFHQW� �,7&�� �������7KH� HYHQWXDO� HOLPLQDWLRQ�RI�TXRWDV� LV� H[�
SHFWHG�WR�OHDG�WR�DQ�LQFUHDVH�LQ�8�6��LQYHVWPHQW�LQ�HPHUJLQJ�$VLDQ�FRXQ�
WULHV� VXFK� DV� ,QGLD�� 3DNLVWDQ� DQG� WKH� $VVRFLDWLRQ� RI� 6RXWKHDVW� $VLD
�$6($1��FRXQWULHV��LQFOXGLQJ�7KDLODQG��0DOD\VLD�DQG�,QGRQHVLD�

:KLOH� WKH� ,7&� SUHGLFWV� D�PRGHVW� GHFOLQH� LQ� WKH� DSSDUHO� LQGXVWU\�
IRXU�DSSDUHO�PDQXIDFWXUHUV
�DVVRFLDWLRQV�FODLP�WKH�85$�ZLOO�DEROLVK����WR
���SHUFHQW�RI� WKH�8�6��DSSDUHO� LQGXVWU\��,7&���������0RVW�RI� WKH�H[SHFWHG
GHFOLQH� ZLOO� RFFXU� LQ� VPDOO� ILUPV�� HVSHFLDOO\� FRQWUDFWRUV�� ZKLFK� ODFN� WKH
FDSLWDO�� EUDQG� QDPH� UHFRJQLWLRQ�� QLFKH�PDUNHWV� DQG� SURGXFWLRQ� HIILFLHQ�
FLHV� WR� FRPSHWH� DJDLQVW� ODUJH� 8�6�� ILUPV� DQG� LPSRUWV� �,7&�� ������� $IWHU
DQDO\]LQJ� GDWD� FROOHFWHG� IURP� QXPHURXV� $PHULFDQ� DSSDUHO� ILUPV�� 'U�
$P\�*ODVPHLHU��ZKR�KDV�GRQH�H[WHQVLYH�UHVHDUFK�RQ�WKH�8�6��DSSDUHO�LQ�
GXVWU\�� FRQFXUV�ZLWK� WKH� DVVRFLDWLRQV
� RSLQLRQ� �SHUVRQDO� FRPPXQLFDWLRQ�
�������6KH�HPSKDVL]HV�WKDW�MRE�ORVV�LV�LQHYLWDEOH�DV�$PHULFDQ�ILUPV�SXUVXH
ORZ�FRVW� RSSRUWXQLWLHV� LQ�$VLD� DQG� /DWLQ�$PHULFD�� *ODVPHLHU� DOVR� QRWHV
WKDW�PRGHUQ� SURGXFWLRQ� SURJUDPV�� TXDOLW\� DQG� UHVSRQVLYHQHVV� WR� UHWDLO�



HUV·�UHTXHVWV�DUH�VRPHWLPHV�PRUH�LPSRUWDQW�WKDQ�WUDQVSRUWDWLRQ�FRVWV�DQG
GHOLYHU\� WLPH�� 7KHUHIRUH��$VLD� FDQ� FRPSHWH� HIIHFWLYHO\�ZLWK� ILUPV� LQ� WKH
8QLWHG� 6WDWHV� DQG� /DWLQ� $PHULFD�� 0RUHRYHU�� VKH� HPSKDVL]HV� WKDW� WKH
$VLDQ�V\VWHP�RI�DSSDUHO�SURGXFWLRQ�DQG�WKH�ODFN�RI�WH[WLOHV�DQG�HQWUHSUH�
QHXUVKLS� LQ�0H[LFR� JLYH�$VLD� D� FRPSHWLWLYH� DGYDQWDJH� LQ� WKH� SRVW�85$
HQYLURQPHQW�

7KH�(FRQRPLF�5HVHDUFK�6HUYLFH�RI�WKH�86'$�VXJJHVWV�IRXU�DOWHUQD�
WLYH�VFHQDULRV�IRU� WKH�IXWXUH�RI� WKH�DSSDUHO� LQGXVWU\� LQ� WKH�8QLWHG�6WDWHV�
7KH�VFHQDULRV�UDQJH�IURP�JORRP\�WR�RSWLPLVWLF��EXW�DOO�SUHGLFW��GLPLQLVKHG
HPSOR\PHQW� GXH� WR� D� FRPELQDWLRQ� RI� FRQWLQXHG�LQWHQVLILHG� FRPSHWLWLRQ
DQG� WHFKQRORJLFDO� FKDQJH�� �5HGPDQ�DQG�6HDUV�� ������� ,Q� VKRUW��ZKLOH� WKH
LPSDFW�RI�WUDGH�OLEHUDOL]DWLRQ�FDQQRW�EH�SUHGLFWHG�SUHFLVHO\��MRE�ORVV�LQ�WKH
DSSDUHO�LQGXVWU\�LV�KLJKO\�OLNHO\��7KH�MREV�PRVW�LQ� MHRSDUG\�DUH�ORZ�VNLOO�
ORZ�SD\LQJ� MREV� LQ� VPDOO� FRPSDQLHV� XQDEOH� WR�PRGHUQL]H� DQG� FDSLWDOL]H
RQ�WKH�DGYDQWDJHV�RI�JOREDO�WUDGH��7KH�ILUPV�ZKLFK�KDYH�WKH�FDSLWDO�WR�LQ�
YHVW� LQ� QHZ� WHFKQRORJ\� WR� LQFUHDVH� SURGXFWLRQ� DQG� GHFUHDVH� ODERU� FRVWV
ZLOO�EH�PRUH�FRPSHWLWLYH��+RZHYHU��WKH�XVH�RI�QHZ��ODERU�VDYLQJ�WHFKQRO�
RJ\�ZLOO� DOVR� OHDG� WR� WKH� ORVV� RI� VRPH� SURGXFWLRQ� MREV�ZKLOH� SRWHQWLDOO\
FUHDWLQJ� MREV� LQ�RWKHU�KLJK�WHFK�VHFWRUV�� -RE� ORVVHV� LQ� WKH�8�6��DSSDUHO� LQ�
GXVWU\�FDQQRW�EH�EODPHG�VROHO\�RQ�FRPSHWLWLRQ�IURP�LPSRUWV��'LFNHUVRQ�
������

$SSDUHO�0DQXIDFWXULQJ�LQ�.HQWXFN\

7DEOH���RQ�SDJH����OLVWV�GR]HQV�RI�FRXQWLHV�ZLWK��LPSRUW�VHQVLWLYH�
MREV��%XW�ZKDW�GRHV�LW�PHDQ�LI�D�FRXQW\�KDV�KXQGUHGV�RI�LPSRUW�VHQVLWLYH
MREV"�7KH�DSSDUHO�LQGXVWU\�RIIHUV�D�JULP�DQVZHU��UXUDO�.HQWXFN\�ZDV�UDY�
DJHG�E\�DSSDUHO�SODQW�FORVLQJV�DQG�FRQVROLGDWLRQV�LQ�������2QH�PDMRU�DS�
SDUHO� PDQXIDFWXUHU� FORVHG� WZR� SODQWV�� ZKLFK� WRJHWKHU� HPSOR\HG� QHDUO\
����SHRSOH��6RPH�RI�WKH�MREV�ZHUH�WUDQVIHUUHG�WR�RWKHU�SODQWV�LQ�WKH�UHJLRQ
�%URZQ�������� �)UXLW�RI� WKH�/RRP������ �������:KHQ� WZR�RWKHU�SODQWV�� HDFK
HPSOR\LQJ� DERXW� ���� SHRSOH�� FORVHG� LQ� 0DUURZERQH�� VRPH� RI� WKH� MREV
ZHQW� WR� 7HQQHVVHH� DQG� RWKHUV� ZHQW� WR� +RQGXUDV� ��2VK.RVK� %
*RVK�����
�������1HZV�UHOHDVHV�IURP�WKH�FRPSDQLHV�FLWHG�FRPSHWLWLYH�FRQFHUQV�DV�WKH
UHDVRQ�IRU�FORVLQJ�
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7KH� RXWORRN� IRU� .HQWXFN\
V� DSSDUHO� LQGXVWU\� LV� QRW� HQWLUHO\� EDG�
KRZHYHU��EHFDXVH� WKH�DSSDUHO� LQGXVWU\� LQ�.HQWXFN\� LV�GLIIHUHQW� IURP�WKH
UHVW� RI� WKH�QDWLRQ� LQ� VHYHUDO� UHVSHFWV�� 7KH� DYHUDJH�SODQW� VL]H� IRU� DSSDUHO
ILUPV�LV����HPSOR\HHV�QDWLRQDOO\��FRPSDUHG�WR�����HPSOR\HHV�SHU�SODQW�LQ
.HQWXFN\�� 7KXV�� .HQWXFN\
ILUPV�PD\� EH� LQ� D� VXSHULRU
SRVLWLRQ� WR� FRPSHWH� JORE�
DOO\�� DV� H[SHUWV� JHQHUDOO\
DJUHH� WKDW� LW� LV� WKH� VPDOOHU
ILUPV�ZKLFK�DUH�PRVW� OLNHO\
WR� EH� DGYHUVHO\� DIIHFWHG� E\
IRUHLJQ� FRPSHWLWLRQ�� $Q�
RWKHU� FRQWUDVW� EHWZHHQ
.HQWXFN\� DQG� WKH� UHVW� RI
WKH�FRXQWU\�LV�WKH�FKDQJH�LQ
HPSOR\PHQW�OHYHOV�RYHU�WKH
SDVW� WZR� GHFDGHV�� (P�
SOR\PHQW� LQ� WKH�8�6�� DSSDUHO� LQGXVWU\� IHOO� ��� SHUFHQW� EHWZHHQ� ����� DQG
������.HQWXFN\
V�DSSDUHO�LQGXVWU\�HPSOR\PHQW�YHU\�FORVHO\�IROORZHG�WKH
QDWLRQDO�WUHQG�IURP�WKH�HDUO\�����V�WKURXJK�WKH�HDUO\�����V��%XW�DIWHU�����
WKH�HPSOR\PHQW�GHFOLQH�LQ�.HQWXFN\
V�DSSDUHO�LQGXVWU\�ZDV�UHYHUVHG�DQG
HPSOR\PHQW� KDV� VLQFH� FOLPEHG� EDFN� WR� LWV� OHYHO� RI� ��� \HDUV� DJR�� 7RGD\�
DSSDUHO�LQGXVWU\�HPSOR\PHQW�LQ�.HQWXFN\�LV�OHVV�WKDQ�WZR�SHUFHQW�EHORZ
LWV������OHYHO�

.HQWXFN\
V� FRPHEDFN� LQ� DSSDUHO� HPSOR\PHQW� GXULQJ� WKH� ODVW� ��
\HDUV� DQG� LWV� DERYH�DYHUDJH� SODQW� VL]H� VXJJHVW� WKDW� WKLV� VWDWH� KDV� VRPH
VWUHQJWKV�ZKLFK��LI�SXW� WR�JRRG�XVH��PD\�KHOS�DSSDUHO�PDQXIDFWXULQJ�UH�
WDLQ�LWV�UROH�LQ�WKH�VWDWH�HFRQRP\��,I�WKH�ODUJHVW�PDQXIDFWXULQJ�HPSOR\HU�LQ
UXUDO�.HQWXFN\�GRHV�QRW�EXLOG�RQ� LWV�VWUHQJWKV�� WKH�UHVXOWV�� DV�ZH�VDZ� LQ
������FDQ�EH�GHYDVWDWLQJ�

FIGURE 4
Apparel Employment in Kentucky 

and the United States
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:RRG�3URGXFWV
7KH�ZRRG�SURGXFWV� LQGXVWU\� LQ�.HQWXFN\� LV� FKURQLFDOO\� XQGHUGH�

YHORSHG��'HVSLWH�WKH�IDFW�WKDW�.HQWXFN\�LV�WKH�QDWLRQ
V�IRXUWK�ODUJHVW�SUR�
GXFHU� RI� KDUGZRRG� OXPEHU�� .HQWXFN\
V� SULPDU\� DQG� VHFRQGDU\� ZRRG
LQGXVWULHV�FRQWULEXWH�RQO\������ELOOLRQ�SHU�\HDU�WR�WKH�VWDWH
V�HFRQRP\�� ,Q
FRQWUDVW��ZRRG�SURGXFWV�PDQXIDFWXULQJ�LV�D����ELOOLRQ�LQGXVWU\�LQ�7HQQHV�
VHH��ZKLFK�KDV�DERXW�WKH�VDPH�IRUHVW�DUHD�DV�.HQWXFN\��DQG�D����ELOOLRQ�LQ�
GXVWU\�LQ�,QGLDQD��ZKLFK�KDV�VXEVWDQWLDOO\�OHVV�IRUHVW�ODQG�

$OWKRXJK�LW�LV�QRW�DV�ODUJH�DV
LQ� VXUURXQGLQJ� VWDWHV�� .HQWXFN\
V
VHFRQGDU\� ZRRG� LQGXVWU\� LV� ZHOO�
HVWDEOLVKHG�� ZLWK� ���� VHFRQGDU\
ZRRG� PDQXIDFWXUHUV� ZKLFK� HP�
SOR\� ������� SHRSOH� �(DVWHUQ� .HQ�
WXFN\� 8QLYHUVLW\� >(.8@� DQG

.HQWXFN\�'LYLVLRQ�RI�)RUHVWU\���������0RUHRYHU�� VHFRQGDU\�ZRRG�PDQX�
IDFWXULQJ�DQG�SULPDU\�ZRRG�PDQXIDFWXULQJ�DFFRXQW�IRU�����SHUFHQW�RI�DOO
PDQXIDFWXULQJ�HPSOR\PHQW�LQ�WKH�VWDWH��EXW�WKH�VHFRQGDU\�ZRRG�LQGXVWU\
LV�FRPSRVHG�RI�PRVWO\�VPDOO�PDQXIDFWXUHUV�ZLWK�DQ�DYHUDJH� ILUP�VL]H�RI
����(.8�DQG�.HQWXFN\�'LYLVLRQ�RI�)RUHVWU\��

2YHU�WKH�SDVW�WKUHH�GHFDGHV��VHYHUDO�VWXGLHV�KDYH�H[DPLQHG�WKH�SR�
WHQWLDO�IRU�VHFRQGDU\�ZRRG�SURFHVVLQJ�LQGXVWULHV�LQ�WKH�VWDWH��$OO�UHDFKHG
HVVHQWLDOO\� WKH� VDPH� FRQFOXVLRQV� DQG�PDGH� VLPLODU� UHFRPPHQGDWLRQV�� $
ODFN�RI�VNLOOHG�ZRUNHUV�DQG�PDQDJHUV��UHODWLYHO\�KLJK�ZRUNHUV·�FRPSHQVD�
WLRQ� UDWHV�� UHJXODWRU\� SUREOHPV�� ZRRG� ZDVWH� GLVSRVDO� SUREOHPV�� FDSLWDO
DYDLODELOLW\�� DQ� LPDJH� RI� SRRU� ODERU� UHODWLRQV�� IRUHVW�PDQDJHPHQW� LVVXHV
DQG�WUDQVSRUWDWLRQ� LQIUDVWUXFWXUH� LQ�HDVWHUQ�.HQWXFN\�DUH�DPRQJ�WKH�RE�
VWDFOHV� WR� GHYHORSLQJ� WKH� LQGXVWU\�� 6HFRQGDU\� ZRRG�PDQXIDFWXULQJ� KDV
UHPDLQHG�XQGHUGHYHORSHG�LQ�WKH�VWDWH�EHFDXVH�PDQ\�RI�WKH�SUREOHPV�KDYH
QRW� EHHQ� DGGUHVVHG� DQG�PDQ\� RI� WKH� VXJJHVWLRQV� IURP� WKH� VWXGLHV� KDYH
QRW�EHHQ�LPSOHPHQWHG��6SHQFHU��������

���§UHFRJQL]LQJ� DQG� DFFHSWLQJ� WKDW
WKH� PDUNHWSODFH� KDV� FKDQJHG�� DQG
WKDW� ZH� PXVW� FRPSHWH� LQ� D� JOREDO
HFRQRP\¨�VKRXOG�EH�ILUVW�SULRULW\�IRU
DOO�ILUPV�



Factories

*OREDOL]DWLRQ�DQG�WKH�)XWXUH�RI�WKH�:RRG�,QGXVWU\

7KH�UHFHQW� WUDGH�DJUHHPHQWV�DUH�QRW�H[SHFWHG�WR�KDYH�D�PDMRU� LP�
SDFW�RQ�ZRUOG�WUDGH�LQ�OXPEHU�DQG�ZRRG�SURGXFWV��7KLV�PD\�EH�SDUWO\�GXH
WR�WKH�IDFW�WKDW�WKHVH�DJUHHPHQWV�DOORZ�PDQ\�FRXQWULHV�WR�FRQWLQXH�WR�OHY\
KLJK�WDULIIV�RQ�SURGXFWV�VXFK�DV�SO\ZRRG�DQG�HQJLQHHUHG�ZRRG��SURGXFWV
LQ� ZKLFK� WKH� 8�6�� ZRXOG� �RWKHUZLVH� EH� KLJKO\� FRPSHWLWLYH�� �$PHULFDQ
)RUHVW� 	� 3DSHU� $VVRFLDWLRQ�� ������� 7KH� UHPDLQLQJ� WDULIIV� DUH� SUHVHQWO\
VKLHOGLQJ�8�6�� SURGXFHUV� IURP� WUDGH� RSSRUWXQLWLHV�� EXW� LQ� WKH� FOLPDWH� RI
OLEHUDOL]HG�WUDGH�WKHVH�ZDOOV�PD\�VRRQ�IDOO�

'HVSLWH� UHPDLQLQJ� WUDGH�EDUULHUV��ZRUOG� WUDGH�RIIHUV�PDQ\�RSSRU�
WXQLWLHV� IRU� WKH� ZRRG� SURGXFWV� LQGXVWU\�� *URZLQJ� SRSXODWLRQV� DQG� LP�

SURYHG� VWDQGDUGV� RI� OLYLQJ
LQ� GHYHORSLQJ� QDWLRQV
VKRXOG� EHQHILW� WKH� 8�6�
ZRRG�SURGXFWV�LQGXVWU\��,Q
1RYHPEHU������� WKH�)RUHVW
3URGXFWV� 6RFLHW\� DQG� WKH
2UHJRQ� )RUHVW� 5HVRXUFHV
,QVWLWXWH� VSRQVRUHG� D� FRQ�
IHUHQFH�� �7KH�*OREDOL]DWLRQ
RI� :RRG�� 6XSSO\�� 3URF�
HVVHV�� 3URGXFWV�� DQG� 0DU�
NHWV��� 2QH� RI� WKH� PDLQ
WKHPHV�ZDV� WKH� FRQQHFWLRQ
EHWZHHQ� SRSXODWLRQ� LQ�
FUHDVHV� DQG� LQFUHDVHG
ZRRG� XVDJH�� %HFDXVH

SRSXODWLRQ�LV�LQFUHDVLQJ�LQ�RWKHU�SDUWV�RI�WKH�ZRUOG�DW�D�PXFK�IDVWHU�UDWH
WKDQ�LQ�WKH�8QLWHG�6WDWHV��IRUHLJQ�PDUNHWV�DUH�DQG�ZLOO�FRQWLQXH�WR�EH�PD�
MRU�FXVWRPHUV�IRU�8�6��ZRRG�SURGXFWV��+RZHYHU�� WKH�GHYHORSLQJ�QDWLRQV·
VKDUH�RI�ZRRG�SURGXFWLRQ� LV� DOVR� LQFUHDVLQJ� DQG�ZLOO� FRPSHWH�ZLWK�8�6�
SURGXFWV�LQ�WKH�LQWHUQDWLRQDO�DUHQD��$FFRUGLQJ�WR�FRQIHUHQFH�SDUWLFLSDQWV�
H[SRUWV�WR�-DSDQ�VKRXOG�LQFUHDVH�GUDPDWLFDOO\�LQ�WKH�QHDU�IXWXUH��,Q�DGGL�
WLRQ�� WKHUH� DUH� H[SRUW� RSSRUWXQLWLHV� LQ� WKH� (XURSHDQ� 8QLRQ� IRU� VSHFLILF
PDUNHW� VHJPHQWV�� LQFOXGLQJ� WHPSHUDWH�KDUGZRRG� VXEVWLWXWHV� IRU� WURSLFDO
KDUGZRRGV��&RRSHU��������

FIGURE 5
Value of U.S. Hardwood Exports, 

1984-1994
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,Q�UHFHQW�\HDUV� WKH�YDOXH�RI� VRIWZRRG�H[SRUWV�KDV� ULVHQ��ZKLOH� WKH
YROXPH�KDV� UHPDLQHG� IDLUO\� FRQVWDQW��2Q� WKH�RWKHU�KDQG��ERWK� WKH�YDOXH
DQG�WKH�YROXPH�RI�KDUGZRRG�H[SRUWV��ZKLFK�LV�ZKDW�.HQWXFN\�SURGXFHV�
KDYH�LQFUHDVHG��+DUGZRRG�OXPEHU�H[SRUWV�LQFUHDVHG����SHUFHQW�IURP�����
WR� ������ ZLWK� &DQDGD�� -DSDQ�� ,WDO\�� 7DLZDQ�� WKH� 8QLWHG� .LQJGRP� DQG
*HUPDQ\� DV� WKH�PDLQ�PDUNHWV��$PRQJ� WKH� GLIIHUHQW� W\SHV� RI� KDUGZRRG
H[SRUWV�ZKLFK�ZLOO�FRQWLQXH�WR�LQFUHDVH�DUH�PLOOZRUN�SURGXFWV��YHQHHU�DQG
SO\ZRRG��ZKLFK�FDQ�EH�XVHG�LQ�VSHFLDOW\�SURGXFWV�UHODWHG�WR�KRPH�UHPRG�
HOLQJ� DQG� DV�XQDVVHPEOHG� FRPSRQHQWV� IRU� IXUQLWXUH�� 7KH�'HSDUWPHQW� RI
&RPPHUFH� DQG� WKH� ,QWHUQDWLRQDO� 7UDGH�$GPLQLVWUDWLRQ� SUHGLFW� WKDW� �H[�
SRUWV�>RI�KDUGZRRG�SO\ZRRG�DQG�YHQHHU�ZLOO@�FRQWLQXH�WR�JURZ�DQG�RIIHU
RQH�RI�WKH�LQGXVWU\
V�EHVW�JURZWK�RSSRUWXQLWLHV�EHFDXVH�RI�WKH�LQFUHDVLQJ
FRQFHUQ�RYHU�WURSLFDO�GHIRUHVWDWLRQµ��������S�������7KH�JURZWK�SRWHQWLDO�IRU
WKHVH�SURGXFWV� LV�UHIOHFWHG�LQ�WKH����SHUFHQW� LQFUHDVH� LQ�SO\ZRRG�H[SRUWV
EHWZHHQ������DQG������

7R� WDNH�DGYDQWDJH�RI� WKHVH�RSSRUWXQLWLHV��5REHUW�7LFK\��SUHVLGHQW
RI� 7HFKQRORJ\�� 0DQDJHPHQW� DQG� ,PSOHPHQWDWLRQ�� ,QF��� EHOLHYHV� WKDW
SURGXFW�GHYHORSPHQW�LV�WKH�NH\��+H�HPSKDVL]HV�WKDW�UHVHDUFK�DQG�GHYHO�
RSPHQW� DUH� HVVHQWLDO� LQ� WRGD\·V� EXVLQHVV� FOLPDWH� DQG� WKDW� ´UHFRJQL]LQJ
DQG�DFFHSWLQJ�WKDW� WKH�PDUNHWSODFH�KDV�FKDQJHG��DQG�WKDW�ZH�PXVW�FRP�
SHWH�LQ�D�JOREDO�HFRQRP\µ�VKRXOG�EH�ILUVW�SULRULW\�IRU�DOO�ILUPV��������

$V� ZLWK� VR� PDQ\� RWKHU� LQGXVWULHV�� 8�6�� H[SRUW� VWUHQJWK� LQ� KDUG�
ZRRG�SURGXFWV�OLHV�LQ�GHOLYHULQJ�D�KLJK�YDOXH�SURGXFW�FXVWRPL]HG�WR�FRQ�
VXPHU�QHHGV��7KHVH�H[SRUWV�KDYH�EHHQ�LQFUHDVLQJ��EXW�.HQWXFN\�GRHV�QRW
DSSHDU�WR�EH�LQ�D�JRRG�SRVLWLRQ�EHFDXVH�WKH�LQGXVWU\�LV�FKURQLFDOO\�XQGHU�
GHYHORSHG�� %HFDXVH� RI� HPHUJLQJ� JURZWK� RSSRUWXQLWLHV� RYHUVHDV� DPRQJ
FRQVXPHUV�ZKR�PD\�KDYH�GLIIHUHQW�WDVWHV�DQG�QHHGV��SURGXFW�DQG�PDUNHW
UHVHDUFK�ZLOO� EHFRPH� LQFUHDVLQJO\� HVVHQWLDO�� 7KH� OLPLWHG� DQG� IUDJPHQWHG
UHVRXUFHV� RI� VPDOO� ILUPV� ZKLFK� SUHGRPLQDWH� LQ� .HQWXFN\� PD\� SURKLELW
FULWLFDO� UHVHDUFK�DQG�GHYHORSPHQW��$V�D� UHVXOW��.HQWXFN\� FRXOG�PLVV� LP�
SRUWDQW�DQG�EURDGO\�EHQHILFLDO�RSSRUWXQLWLHV�
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)UHH�7UDGH��$UH�:H
3UHSDUHG"

W�LV�DEXQGDQWO\� FOHDU� WKDW�JOREDOL]DWLRQ�ZLOO� FUHDWH�ZDYHV�RI� FKDQJH�
UROOLQJ� DFURVV� WKH� VWDWH�� UHDFKLQJ� HYHU\� FRPPXQLW\�� HYHU\� EXVLQHVV
DQG� HYHU\� FLWL]HQ��:KHWKHU�.HQWXFN\�ZLOO� ULGH� WKHVH� FXUUHQWV� RU� EH

ZDVKHG� XQGHU� ZLOO� XOWLPDWHO\� GHSHQG� RQ� KRZ� ZHOO� WKH� SHRSOH� RI� WKH
&RPPRQZHDOWK� SUHSDUH� IRU� QHZ�ZD\V� RI� GRLQJ� EXVLQHVV� LQ� WKH� JOREDO
PDUNHWSODFH��7RGD\� LW� DSSHDUV� WKDW�.HQWXFN\
V�EXVLQHVV� OHDGHUV�DUH�QRW
ZHOO�SUHSDUHG��$Q�LQIRUPDO�VXUYH\�RI�PDQXIDFWXUHUV�LQ����UXUDO�FRXQWLHV
UHYHDOV�D�IDLUO\�ORZ�OHYHO�RI�NQRZOHGJH�DERXW�1$)7$��*$77�DQG�LQWHU�
QDWLRQDO� TXDOLW\� VWDQGDUGV�
2XU� UHVHDUFK� DOVR� SURYLGHV
LPSRUWDQW� LQIRUPDWLRQ� RQ
PDQXIDFWXUHUV
� EHOLHIV� DERXW
KRZ�WKHLU�FRPSDQLHV�DQG�WKHLU
LQGXVWULHV� ZLOO� EH� DIIHFWHG� E\
JOREDOL]DWLRQ��KRZ�PXFK�PDQXIDFWXUHUV�KDYH� WULHG� WR� LQFUHDVH� WKHLU� H[�
SRUWV��DQG�ZKHWKHU�WKH\�KDYH�DFFHVV�WR�QHHGHG�LQIRUPDWLRQ�

4XHVWLRQQDLUHV� ZHUH� PDLOHG� WR� RYHU� ����� PDQXIDFWXULQJ� HVWDE�
OLVKPHQWV� LQ� ��� QRQ�PHWURSROLWDQ� FRXQWLHV�� $OO� HVWDEOLVKPHQWV� �H[FHSW
QHZVSDSHUV�� OLVWHG� LQ� WKH������.HQWXFN\�'LUHFWRU\� RI�0DQXIDFWXUHUV�ZHUH
PDLOHG�D�VXUYH\��$�WRWDO�RI�����XVDEOH�TXHVWLRQQDLUHV�ZHUH�UHWXUQHG��IRU
D����SHUFHQW�UHVSRQVH�UDWH���(LJKW\�VL[�ILUPV�LQGLFDWHG�WKDW�WKH\�FXUUHQWO\
                                                          
��7KLV� LV�QRW� D� ULJRURXV� VFLHQWLILF� VXUYH\�� EHFDXVH� WKH� UHVSRQVHV�GR�QRW� UHSUHVHQW� D� UDQGRP�VDPSOH�RI� WKH

SRSXODWLRQ��5DWKHU��WKH\�RQO\�UHIOHFW�WKH�ILUPV�ZKLFK�WRRN�WKH�WLPH�WR�FRPSOHWH�DQG�UHWXUQ�WKH�TXHVWLRQQDLUH�

,

��SURJUDPV� WR� SURPRWH� UXUDO� H[SRUWV
PXVW� GHPRQVWUDWH� WKH� EHQHILWV� RI� WUDGH
DQG� PXVW� LPSUHVV� RQ� PDQXIDFWXUHUV
WKDW�HYHU\ERG\�ZLOO�EH�DIIHFWHG�E\�JORE�
DOL]DWLRQ�



H[SRUW�WKHLU�SURGXFW�WR�D�IRUHLJQ�FRXQWU\��DQG�ZH�WKHUHIRUH�FODVVLI\�WKHP
DV�H[SRUWHUV��7KH�UHPDLQLQJ�����DUH�FODVVLILHG�DV�QRQ�H[SRUWHUV��7KH�VXU�
YH\��DGGUHVVHG� WR�HDFK�SODQW
V�RZQHU�RU�PDQDJHU��REWDLQHG�VRPH�EDFN�
JURXQG� LQIRUPDWLRQ� DQG� DOVR� DVNHG� UHVSRQGHQWV� WR� LQGLFDWH� WKHLU
UHVSRQVHV�WR�YDULRXV�TXHVWLRQV�RQ�ILYH�SRLQW�VFDOHV�

'R�5XUDO�0DQXIDFWXUHUV�([SHFW�WR�:LQ�RU�/RVH"

5XUDO�PDQXIDFWXUHUV�ZHUH�SROOHG�RQ�WKHLU�H[SHFWDWLRQV�RI�KRZ�WKH
JOREDOL]DWLRQ�RI�WKH�HFRQRP\�ZRXOG�DIIHFW�WKH�IROORZLQJ�

• 'HPDQG�IRU�WKHLU�FRPSDQ\
V�SURGXFW
• 2YHUDOO�KHDOWK�RI�WKHLU�FRPSDQ\
• +HDOWK�RI�WKHLU�LQGXVWU\
• -RE�VHFXULW\�RI�FXUUHQW�HPSOR\HHV
• 3URVSHFWV�IRU�ZRUNIRUFH�H[SDQVLRQ
)RU� HDFK� FDWHJRU\�� UHVSRQGHQWV� LQGLFDWHG�ZKHWKHU� WKH\� EHOLHYHG

JOREDOL]DWLRQ�ZRXOG� KDYH� D� YHU\� SRVLWLYH� HIIHFW�� VRPHZKDW� SRVLWLYH� HI�
IHFW��QR�HIIHFW��VRPHZKDW�QHJDWLYH�RU�YHU\�QHJDWLYH�HIIHFW��7KH�DYHUDJH�RU
W\SLFDO� UHVSRQVH� IURP� H[SRUWHUV� DQG� QRQ�H[SRUWHUV� DOLNH� LQGLFDWHG� D
PRUH�RU�OHVV�SRVLWLYH�YLHZ�RI�WKH�HIIHFWV�RI�JOREDOL]DWLRQ��+RZHYHU��PRUH
WKDQ����SHUFHQW�RI�QRQ�H[SRUWHUV�LQGLFDWHG�WKDW�WKH\�GLG�QRW�NQRZ�ZKDW
WKH� LPSDFW�PLJKW�EH�� RU� HOVH� WKH\� VLPSO\� OHIW� WKH� TXHVWLRQ�EODQN��ZKLOH
RQO\�HLJKW�SHUFHQW�RI�H[SRUWHUV�GLG�VR��:LWK�VR�PDQ\�QRQ�H[SRUWHUV�QRW
HYHQ� H[SUHVVLQJ� DQ� RSLQLRQ� RQ� KRZ� WKHLU� FRPSDQ\�� LQGXVWU\� RU
ZRUNIRUFH�ZRXOG�EH�DIIHFWHG�E\�JOREDOL]DWLRQ��ZH�VXJJHVW�WKDW�SURJUDPV
WR� SURPRWH� UXUDO� H[SRUWV� PXVW� GHPRQVWUDWH� WKH� EHQHILWV� RI� WUDGH� DQG
PXVW�LPSUHVV�RQ�PDQXIDFWXUHUV�WKDW�HYHU\ERG\�ZLOO�EH�DIIHFWHG�E\�JORE�
DOL]DWLRQ�

0RUH� WKDQ� RQH� LQ� IRXU� H[SRUWHUV� EHOLHYH� WKDW� JOREDOL]DWLRQ� ZLOO
KDYH�D�YHU\�SRVLWLYH� HIIHFW� RQ�GHPDQG� IRU� WKH� FRPSDQ\
V�SURGXFW�� DQG
DQRWKHU����SHUFHQW�EHOLHYH�JOREDOL]DWLRQ�ZLOO�KDYH�D� VRPHZKDW�SRVLWLYH
HIIHFW��,W�LV�LQWHUHVWLQJ�WKDW�H[SRUWHUV�IRUHVHH�JOREDOL]DWLRQ�KDYLQJ�D�PRUH
SRVLWLYH�LPSDFW�RQ�WKHLU�SDUWLFXODU�FRPSDQLHV�WKDQ�RQ�WKHLU�LQGXVWULHV�DV
D�ZKROH��)RU�H[DPSOH��RI� WKH�FORWKLQJ�H[SRUWHUV�ZKR�UHVSRQGHG��DOO�EXW
RQH�VHH�WKHLU�FRPSDQLHV�IDULQJ�EHWWHU�WKDQ�WKH�RYHUDOO�LQGXVWU\�DV�D�UHVXOW
                                                                                                                                                           
,W�LV�SRVVLEOH��WKHUHIRUH��WKDW�WKH�VXUYH\�UHVXOWV�PD\�QRW�UHIOHFW�WKH�WUXH�FKDUDFWHULVWLFV�RI�DOO�UXUDO�PDQXIDFWXU�
HUV��,W�VKRXOG�DOVR�EH�QRWHG��KRZHYHU��WKDW�WKLV�LV�D�YHU\�FRPPRQ�PHWKRGRORJ\�IRU�PDQXIDFWXULQJ�VXUYH\V�
0DQXIDFWXULQJ�VXUYH\V�FRQGXFWHG�E\�(DVWHUQ�.HQWXFN\�8QLYHUVLW\�3URIHVVRUV�(QJOH�DQG�6KDUS��������DQG�E\
WKH�.HQWXFN\�7UDQVSRUWDWLRQ�&HQWHU�XVHG�VLPLODU�PHWKRGRORJLHV�DQG�UHSRUW�VLPLODU�UHVSRQVH�UDWHV�
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RI�JOREDOL]DWLRQ��7KLV� LV�FRQVLVWHQW�ZLWK�RXU� ILQGLQJ� WKDW�.HQWXFN\
V�DS�
SDUHO�LQGXVWU\�KDV�VRPH�FKDUDFWHULVWLFV�ZKLFK�GLVWLQJXLVK�LW��IRU�WKH�EHW�
WHU��IURP�WKH�8QLWHG�6WDWHV�DV�D�ZKROH�

0DQXIDFWXUHUV�DUH�RQO\�VOLJKWO\�OHVV�RSWLPLVWLF�DERXW�WKH�LPSDFW�RI
JOREDOL]DWLRQ� RQ� WKH�ZRUNIRUFH��0RUH� WKDQ� ��� SHUFHQW� RI� H[SRUWHUV� EH�
OLHYH� WKDW�JOREDOL]DWLRQ�ZLOO�KDYH�D� YHU\�SRVLWLYH� RU� VRPHZKDW�SRVLWLYH
HIIHFW�RQ�WKH�MRE�VHFXULW\�RI�WKHLU�FXUUHQW�HPSOR\HHV��DQG�DOPRVW����SHU�
FHQW� EHOLHYH� WKDW� JOREDOL]DWLRQ� ZLOO� KDYH� D� YHU\� SRVLWLYH� RU� VRPHZKDW
SRVLWLYH� HIIHFW� RQ�ZRUNIRUFH� H[SDQVLRQ�� %\� FRQWUDVW��PRUH� WKDQ� KDOI� RI
QRQ�H[SRUWHUV�ZKR�UHVSRQGHG�EHOLHYH�JOREDOL]DWLRQ�ZLOO�KDYH�QR�HIIHFW�RU
D�QHJDWLYH�LPSDFW�RQ�HPSOR\PHQW�

TABLE 4
Expected Effect of Globalization on Rural Manufacturers

(Percentage of Responses)

VERY

POSITIVE

SOMEWHAT

POSITIVE

NO

EFFECT

SOMEWHAT

NEGATIVE

VERY

NEGATIVE

Demand for Product 17% 37% 37%  5% 3%
Health of Company 19% 41% 32%  4% 3%
Health of Industry 16% 46% 22%         10% 4%
Job Security 16% 37% 35%  9% 3%
Workforce Expansion 14% 38% 37%  7% 4%
Source: Kentucky Long-Term Policy Research Center survey, 1995

)DPLOLDULW\�ZLWK�1$)7$��*$77�DQG�,62�����

,Q�UHFHQW�\HDUV��WKH�8QLWHG�6WDWHV�KDV�HQWHUHG�LQWR�WZR�PDMRU�WUDGH
DJUHHPHQWV�� 2QH� LV� WKH� 1RUWK� $PHULFDQ� )UHH� 7UDGH� $JUHHPHQW
�1$)7$���RI�ZKLFK�&DQDGD�DQG�0H[LFR�DUH�DOVR�PHPEHUV��7KH�RWKHU� LV
WKH�8UXJXD\�5RXQG�$JUHHPHQWV� LQ� WKH�*HQHUDO�$JUHHPHQWV� RQ�7DULIIV
DQG�7UDGH��*$77���ZKLFK�KDV�HPHUJHG�IURP�DQ�DVVRFLDWLRQ�RI�FRXQWULHV
ZRUNLQJ� WR� ORZHU� WUDGH� EDUULHUV�� ,Q� DGGLWLRQ� WR� WKH� QHZ� WUDGH� DJUHH�
PHQWV�� LQWHUQDWLRQDO�TXDOLW\�VWDQGDUGV�DUH�EHLQJ�VHW� IRU�D�ZLGH�DUUD\�RI
SURGXFWV� WUDGHG� LQ� WKH�JOREDO�PDUNHWSODFH��7KH� ,QWHUQDWLRQDO�2UJDQL]D�
WLRQ� IRU� 6WDQGDUGL]DWLRQ�KDV� HVWDEOLVKHG� VWDQGDUGV� WKDW� SURYLGH� TXDOLW\
PDQDJHPHQW� JXLGDQFH� DV� ZHOO� DV� TXDOLW\� DVVXUDQFH� UHTXLUHPHQWV� DQG
JXLGDQFH�� 7KHVH� VWDQGDUGV�� NQRZQ� FROOHFWLYHO\� DV� WKH� ,62� ����� 6HULHV�
DOORZ�PDQXIDFWXULQJ�DQG�QRQ�PDQXIDFWXULQJ�FRPSDQLHV�DOLNH�WR�UHFHLYH
FHUWLILFDWLRQ�IRU�FRPSO\LQJ�ZLWK�ZRUOG�FODVV�VWDQGDUGV�IRU�TXDOLW\�



6XUYH\� UHVSRQGHQWV
ZHUH� DVNHG� WR� DVVHVV� WKHLU
IDPLOLDULW\�ZLWK� WKH� LQWHUQD�
WLRQDO� DJUHHPHQWV� GULYLQJ
8�6�� WUDGH� SROLF\� DQG� ZLWK
WKH� LQWHUQDWLRQDO� TXDOLW\
VWDQGDUGV�HVWDEOLVKHG� LQ� WKH
,62� ����� 6HULHV�� 5HVSRQ�
GHQWV� VFRUHG� WKHPVHOYHV� RQ
D� VFDOH� IURP� RQH� WR� ILYH�
ZLWK� RQH� EHLQJ� WKH� ORZHVW
VFRUH�DQG�ILYH�WKH�KLJKHVW�

$V� H[SHFWHG�� ILUPV
ZKLFK� LQGLFDWHG� WKDW� WKH\
H[SRUW� WR� IRUHLJQ� FRXQWULHV
JHQHUDOO\� DUH� PRUH� IDPLOLDU
ZLWK� 1$)7$�� *$77� DQG
,62� ������ DOWKRXJK� IRU� H[�

SRUWHUV�DQG�QRQ�H[SRUWHUV�DOLNH�WKH�VFRUHV�DUH�QRW�HVSHFLDOO\�KLJK��3RVVL�
EO\�GXH�WR�WKH�LQWHQVH�VFUXWLQ\�LW�UHFHLYHG�GXULQJ�WKH�UDWLILFDWLRQ�SURFHVV�
1$)7$� LV� WKH�PRVW� IDPLOLDU� WR� UHVSRQGHQWV�� )DPLOLDULW\�ZLWK�*$77� LV
PXFK�ORZHU��HYHQ�DPRQJ�WKH�ILUPV�ZKLFK�H[SRUW��2QO\�WKUHH�SHUFHQW�RI
H[SRUWHUV�UHSRUWHG�EHLQJ��YHU\� IDPLOLDU��ZLWK�*$77��WKH�VDPH�SHUFHQW�
DJH�DV�QRQ�H[SRUWHUV���ZKLOH�PRUH�WKDQ����SHUFHQW�RI�H[SRUWHUV�DQG�PRUH
WKDQ����SHUFHQW�RI�QRQ�H[SRUWHUV�UDWHG�WKHLU� IDPLOLDULW\�ZLWK�*$77�ORZ
RU�YHU\�ORZ��([SRUWHUV�DUH�PXFK�PRUH�IDPLOLDU�ZLWK�,62������WKDQ�QRQ�
H[SRUWHUV��EXW�HYHQ�DPRQJ�H[SRUWHUV�WKH�VFRUHV�DUH�IDLUO\�ORZ�

,W�LV�WUXH�WKDW�NQRZOHGJH�RI�1$)7$�DQG�*$77�LV�QRW�HVVHQWLDO�IRU
D�PDQXIDFWXUHU�WR�EH�D�VXFFHVVIXO�H[SRUWHU��+RZHYHU��WKHVH�DUH�WZR�PD�
MRU� WUDGH� DJUHHPHQWV�� DQG� IDPLOLDULW\�ZLWK� WKHVH� LV� D� SUR[\� IRU� JHQHUDO
NQRZOHGJH�RI�QHZ�RSSRUWXQLWLHV�DQG�FKDOOHQJHV�HPHUJLQJ�LQ�WKH�LQWHUQD�
WLRQDO� WUDGH� HQYLURQPHQW�� )XUWKHUPRUH�� NQRZOHGJH� RI� LQWHUQDWLRQDO
TXDOLW\�VWDQGDUGV��VXFK�DV�,62�������ZLOO�EHFRPH�LQFUHDVLQJO\�LPSRUWDQW�
SDUWLFXODUO\�IRU�WKRVH�PDQXIDFWXUHUV�H[SRUWLQJ�WR�WKH�(XURSHDQ�&RPPX�
QLW\��7KXV��IDPLOLDULW\�ZLWK�1$)7$��*$77�DQG�,62������DV�D�PHDVXUH�RI
WKH� VRSKLVWLFDWLRQ� RI� PDQXIDFWXUHUV
� SUHSDUHGQHVV� IRU� JOREDOL]DWLRQ� LV
TXLWH�DSSURSULDWH��DQG�FDQ�LQIRUP�SROLF\PDNHUV�DERXW�KRZ�WR�KHOS�.HQ�
WXFN\
V�UXUDO�PDQXIDFWXUHUV�PDNH�WKH�PRVW�RI�QHZ�RSSRUWXQLWLHV�

FIGURE 6
How Familiar Are Manufacturers 

with NAFTA, GATT and ISO 9000?
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3XUVXLQJ�([SRUW�2SSRUWXQLWLHV

7KH�TXHVWLRQQDLUH�DVNHG�H[SRUWHUV�KRZ�PXFK��RYHU� WKH�SDVW� WZR
\HDUV��WKH\�KDYH�H[SORUHG�WKH�SRVVLELOLW\�RI�LQFUHDVLQJ�H[SRUWV��DQG�DVNHG
QRQ�H[SRUWHUV�KRZ�PXFK�WKH\�KDYH�FRQVLGHUHG�EHJLQQLQJ�WR�H[SRUW��$V
ZLWK�WKH�TXHVWLRQV�RQ�IDPLOLDULW\�ZLWK�1$)7$��*$77�DQG�,62�������UH�

VSRQGHQWV� VFRUHG� WKHP�
VHOYHV� RQ� D� VFDOH� IURP� RQH
WR� ILYH��ZLWK� RQH� EHLQJ� WKH
ORZHVW� VFRUH� DQG� ILYH� WKH
KLJKHVW��$JDLQ��VFRUHV�ZHUH
JHQHUDOO\� YHU\� ORZ�� 0RUH
WKDQ� RQH�WKLUG� RI� DOO� H[�
SRUWHUV� GHPRQVWUDWHG� OLWWOH
LQWHUHVW� LQ� LQFUHDVLQJ� WKHLU
H[SRUWV��VFRULQJ�WKHPVHOYHV
RQO\� D� RQH� RU� D� WZR�� DQG
WKH� DYHUDJH� VFRUH� IRU� DOO
H[SRUWHUV�ZDV�EDUHO\�DERYH
WKUHH�� 7KH� QXPEHUV� IRU
QRQ�H[SRUWHUV� DUH� IDU
ORZHU�� (LJKW\�IRXU� SHUFHQW
RI� QRQ�H[SRUWHUV� JDYH

WKHPVHOYHV�WKH�ORZHVW�SRVVLEOH�VFRUH��D�RQH��IRU�KRZ�PXFK�WKH\�KDYH�H[�
SORUHG� WKH� SRVVLELOLW\� RI� EHJLQQLQJ� WR� H[SRUW�� 2QO\� VL[� SHUFHQW� VFRUHG
WKHPVHOYHV�D�IRXU�RU�D�ILYH�

2I� FRXUVH�� LW� LV� WR� EH
H[SHFWHG�WKDW�VRPH�PDQXIDF�
WXUHUV�ZRXOG�KDYH�QR�UHDVRQ
WR� WKLQN� DERXW� H[SRUWLQJ�
6RPH� SURGXFH� JRRGV� ZKLFK
DUH�GLIILFXOW�WR�H[SRUW�RU�KDYH
OLWWOH� GHPDQG� RYHUVHDV�� 7KH
QXPEHU� RI� VXFK�SURGXFWV�� KRZHYHU�� LV� GLPLQLVKLQJ� UDSLGO\��:LWK� VRPH
PRGLILFDWLRQ�RU�ZLWK�LPSURYHG�PDUNHWLQJ��PDQ\�JRRGV�QR�RQH�HYHQ�FRQ�
VLGHUHG� H[SRUWLQJ� EHIRUH� DUH� QRZ� VROG� DURXQG� WKH� ZRUOG�� 3HUKDSV� WKH
UHDVRQ�PRUH� WKDQ� IRXU� RXW� RI� ILYH�QRQ�H[SRUWHUV� KDYH�QRW� HYHQ� ORRNHG

FIGURE 7
Are Manufacturers Looking to 

Increase Exports?
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Perhaps...rural manufacturers are  GDXQWHG
E\� WKH� LQIRUPDWLRQ� DQG� SUHSDUDWLRQ
QHHGHG� WR� H[SRUW�� RU� HOVH� WKH\� XQGHUHVWL�
PDWH�WKH�EHQHILWV�RI�ZRUOG�WUDGH�DQG�WKH
RSSRUWXQLWLHV�WKDW�DUH�DYDLODEOH�



LQWR�H[SRUWLQJ�WKHLU�JRRGV�LV�WKDW�UXUDO�PDQXIDFWXUHUV�DUH�GDXQWHG�E\�WKH
LQIRUPDWLRQ�DQG�SUHSDUDWLRQ�QHHGHG�WR�H[SRUW��RU�SHUKDSV�WKH\�XQGHUHV�
WLPDWH� WKH�EHQHILWV� RI�ZRUOG� WUDGH�DQG� WKH�RSSRUWXQLWLHV� WKDW� DUH� DYDLO�
DEOH�

:KHWKHU� ILUPV� LQWHU�
HVWHG� LQ� H[SDQGLQJ� WKHLU
LQWHUQDWLRQDO� WUDGH� KDYH
DGHTXDWH� NQRZOHGJH� WR� GR
VR�LV�DQ�LPSRUWDQW�TXHVWLRQ�
,WV� DQVZHU� ZLOO� DVVLVW� SROL�
F\PDNHUV� LQ� GHYHORSLQJ
SURJUDPV� DQG� SROLFLHV� WKDW
ZLOO� KHOS� PDQXIDFWXUHUV� WR
LQFUHDVH� WKHLU� H[SRUWV� DQG
EULQJ�DGGHG�VDOHV��UHYHQXHV
DQG� MRE� RSSRUWXQLWLHV� WR
.HQWXFN\�� 7KH� VXUYH\
VKRZV� WKDW� ILUPV�ZKLFK� H[�
SUHVVHG� D� KLJK� OHYHO� RI� LQ�
WHUHVW� LQ� LQFUHDVLQJ� H[SRUWV
RU� EHJLQQLQJ� WR� H[SRUW
�VFRULQJ� WKHPVHOYHV� D� IRXU� RU� D� ILYH�� JHQHUDOO\� DUH�PXFK�PRUH� IDPLOLDU
ZLWK�1$)7$��*$77�DQG�,62�������1$)7$�LV�EHWWHU�NQRZQ�WKDQ�*$77
DPRQJ�DOO�ILUPV��GHVSLWH�WKH�IDFW�WKDW�WKH�8�6��,QWHUQDWLRQDO�7UDGH�&RP�
PLVVLRQ�SURMHFWV�WKH�LPSDFW�RI�WKH�8UXJXD\�5RXQG�$JUHHPHQWV�RI�*$77
WR�KDYH�D�JUHDWHU�LPSDFW�RQ�WKH�8�6��HFRQRP\��)LUPV�LQWHUHVWHG�LQ�PRUH
H[SRUWV� DUH�PRUH� IDPLOLDU�ZLWK� WKH� WUDGH� DJUHHPHQWV� DQG�ZLWK� LQWHUQD�
WLRQDO�TXDOLW\�VWDQGDUGV�

7KH�UHVXOWV�RI�WKLV�VXUYH\�VXJJHVW�WKDW�PDQ\�UXUDO�PDQXIDFWXUHUV
DUH�QRW�DZDUH�RI�KRZ�WKH\�PD\�EH�DIIHFWHG�E\��RU�PD\�WDNH�DGYDQWDJH�RI�

WKH�IRUFHV�RI�JOREDOL]DWLRQ��$ERXW����SHU�
FHQW� RI� WKH� UHVSRQGHQWV� GLG� QRW� H[SUHVV
DQ\�RSLQLRQ�RQ�KRZ�WKHLU�FRPSDQ\��WKHLU
LQGXVWU\�RU� WKHLU�ZRUNIRUFH�ZRXOG�EH� DI�
IHFWHG�E\�JOREDOL]DWLRQ��RU�HOVH� WKH\� LQGL�
FDWHG� WKDW� WKH\�GLG�QRW�NQRZ��0RUHRYHU�

PRVW�QRQ�H[SRUWLQJ�ILUPV�KDYH�GRQH�YHU\�OLWWOH�LQ�WKH�SDVW� WZR�\HDUV�WR
EHJLQ�WR�H[SRUW��DQG�PDQ\�H[SRUWHUV�KDYH�VDLG�WKDW�WKH\�KDYH�GRQH�OLWWOH

FIGURE 8
Interest in  More Exports and 

Knowledge of Trade Agreements & 
Standards
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���PRUH� WKDQ� IRXU� RXW� RI� ILYH
QRQ�H[SRUWHUV�KDYH�QRW� HYHQ
ORRNHG� LQWR� H[SRUWLQJ� WKHLU
JRRGV���
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WR� LQFUHDVH� WKHLU� H[SRUWV�� /RZ� LQWHUHVW� LQ� H[SRUWLQJ� LV� DFFRPSDQLHG� E\
XQIDPLOLDULW\�ZLWK�1$)7$��*$77�DQG�,62�������7KHVH�ILQGLQJV�VXJJHVW
WKDW�EHIRUH�HQDFWLQJ�PRUH�H[SHQVLYH�DQG�FRPSOLFDWHG�SURJUDPV�RIIHULQJ
LQFHQWLYHV�DQG�WHFKQLFDO�DVVLVWDQFH�IRU�H[SRUW�SURPRWLRQ��D�PRUH�DSSUR�
SULDWH� VWDWH� VWUDWHJ\�DW� WKLV� WLPH�PLJKW�EH� WR� UDLVH� LQWHUHVW� LQ� H[SRUWLQJ
DQG� WR� LQFUHDVH� JHQHUDO� NQRZOHGJH� RI� H[SRUW� RSSRUWXQLWLHV�� TXDOLW\� UH�
TXLUHPHQWV�DQG�SRWHQWLDO�EHQHILWV�RI�WUDGH�





Obstacles for Rural Firms

2EVWDFOHV�IRU
5XUDO�)LUPV

7KH�VXUYH\�RI�UXUDO�PDQXIDFWXULQJ�UHYHDOV�WKDW�PDQ\�SURGXFHUV�VLPSO\�DUH�QRW�WKLQN�
LQJ�DERXW�H[SRUWLQJ��7KLV�XQGRXEWHGO\�KDV�LPSHGHG�WKH�GHYHORSPHQW�RI�H[SRUW�PDUNHWV�IRU�.HQ�
WXFN\� SURGXFWV�� 2WKHU� IDFWRUV� DOVR� ZRUN� WR� LQKLELW� .HQWXFN\
V� SDUWLFLSDWLRQ� LQ� WKH� JOREDO
PDUNHWSODFH��'U��5��(��%XUQHWW��$VVLVWDQW�'LUHFWRU� RI� WKH�3DWWHUVRQ�6FKRRO� RI�'LSORPDF\� DQG
,QWHUQDWLRQDO� &RPPHUFH� DW� WKH�8QLYHUVLW\� RI� .HQWXFN\�� KDV� ZULWWHQ� WKH� IROORZLQJ� VHFWLRQ�� LQ
ZKLFK�KH�H[DPLQHV�VRPH�RI�WKH�REVWDFOHV�WR�H[SRUWLQJ�ZKLFK�VPDOO�DQG�UXUDO�.HQWXFN\�EXVLQHVVHV
IDFH�

RU�.HQWXFN\�EXVLQHVVHV�WKDW�KDYH�ORQJ�EHHQ�HQJDJHG�LQ�H[SRUWLQJ�
WKHUH�LV�OLWWOH�SUREOHP�FRQWLQXLQJ�WR�GR�VR��DV�ORQJ�DV�WKH\�PRQLWRU
WKHLU�PDUNHWV�DQG�SODQ�DFFRUGLQJO\��)RU�PDQ\�VPDOOHU�EXVLQHVVHV�

HYHQ�WKRVH�ZLWK�D�UHODWLYH�DGYDQWDJH�LQ�H[SRUW�SRWHQWLDO��WKH�SUREDELOLW\
RI�VXFFHVV�LV�PXFK�ORZHU�GXH�WR�D�QXPEHU�RI�REVWDFOHV�ZKLFK�VHUYH�WR�GH�
WHU��DQG��DW�ZRUVW��GHIHDW�WKH�HIIRUW�DOWR�
JHWKHU�� ,Q� RUGHU� IRU� .HQWXFN\
V� EXVL�
QHVVHV� WR� UHDFK� WKHLU� H[SRUW� SRWHQWLDO
DQG� IXUWKHU� DVVLVW� HFRQRPLF� GHYHORS�
PHQW�LQ�WKH�VWDWH��WKH�REVWDFOHV�WR�H[SRUWLQJ�PXVW�EH�GHILQHG�DQG�VWUDWH�
JLHV� IRU�RYHUFRPLQJ� WKHP�PXVW�EH�FUHDWHG�DQG� LPSOHPHQWHG��7KLV�PLV�
VLRQ� LV� WKH� SULPDU\� JRDO� RI� .HQWXFN\
V� H[SRUW� FRQVRUWLD� DQG� WKH
,QWHUQDWLRQDO�7UDGH�2IILFH�LQ�)UDQNIRUW�

���H[SRUWLQJ�LV�YLHZHG�DV�EHLQJ
WRR� FRPSOLFDWHG�� WRR� H[SHQ�
VLYH�DQG�WRR�GHPDQGLQJ�

)



.QRZOHGJH�RI�)RUHLJQ�0DUNHWV

7KH� IXQGDPHQWDO� SUREOHP� ZKLFK� LQKLELWV� JURZWK� LQ� H[SRUWV� �LQ
WHUPV�RI�QHZ�H[SRUWLQJ�EXVLQHVVHV��LQ�.HQWXFN\�LV�VLPSO\�WKDW�D�PDMRULW\
RI�.HQWXFN\�SURYLGHUV�RI�JRRGV�DQG�VHUYLFHV�FRQWLQXH� WR� IRFXV�RQO\�RQ
GRPHVWLF�PDUNHWV��7KHUH�LV�PXFK�HYLGHQFH�WR�VXJJHVW�ZK\�WKLV�LV�VR��EXW�
HVVHQWLDOO\��.HQWXFN\�EXVLQHVVHV�KDYH�GHYHORSHG�LQ�DFFRUGDQFH�ZLWK�WKH
PDUNHW�IRUFHV�RI�D��PLGGOH�$PHULFD��DQG�D�UHJLRQDO�HFRQRP\��7KLV�PDU�
NHW�WUDGLWLRQDOO\�KDV�QRW�EHHQ�FRQQHFWHG�WR�WKH�JOREDO�HFRQRP\�H[FHSW�IRU
FHUWDLQ� VHFWRUV�� VXFK�DV� HQHUJ\� �FRDO� DQG�RLO��� WUDQVSRUWDWLRQ� �DXWRV� DQG
DXWR� SDUWV��� DQG� DJULFXOWXUH� �WREDFFR� DQG� FRUQ��� /RJLFDOO\�� WKHVH� LQGXV�
WULHV�KDYH�GHYHORSHG�ZLWK�H[SRUW�PDUNHWV�DQG�DUH� WKH� ODUJHVW�H[SRUWHUV
LQ�.HQWXFN\�WRGD\�

0DQ\�.HQWXFN\�LQGXVWULHV��KRZHYHU��FRQGXFW�EXVLQHVV�LQ�D�WUDGL�
WLRQDO�PDQQHU��7KH\�KDYH�QRW�GHYHORSHG�D�YLDEOH�UHVHDUFK�FRPSRQHQW�WR
FRQWLQXDOO\� LGHQWLI\�DQG�GHILQH�SRWHQWLDO�PDUNHW�RSSRUWXQLWLHV��$V�D�UH�
VXOW�� WKH\� DUH� RIWHQ� FRPSOHWHO\� XQDZDUH� RI� VHUYLFHV� WKDW� DUH� DYDLODEOH
KHUH�DW�KRPH�WKDW�FRXOG�DVVLVW�WKHP�ZLWK�WKHVH�DQG�RWKHU�LPSRUWDQW�WDVNV
DQG�VHUYLFHV�WKDW�IDFLOLWDWH�H[SRUWLQJ�

7KHVH� SHUFHSWLRQV� DUH� IXUWKHU� VXEVWDQWLDWHG� ZKHQ� RQH� DWWHQGV
PDQ\�RI�WKH�LQWHUQDWLRQDO�WUDGH�VKRZV�FRQGXFWHG�DURXQG�WKH�VWDWH�HDFK
\HDU� WR� EULQJ� LPSRUWHUV� DQG� SRWHQWLDO� .HQWXFN\� H[SRUWHUV� WRJHWKHU�� WR
LPSDUW�NQRZOHGJH�DERXW�IRUHLJQ�PDUNHWV�DQG�WKH�H[SRUW�SURFHVV�DQG�WR
PRWLYDWH�.HQWXFNLDQV� WR� FRPSOHWH� H[SRUW� WUDQVDFWLRQV��0DQ\�.HQWXFN\
EXVLQHVV�RZQHUV�RU� WKHLU�SULQFLSDO� UHSUHVHQWDWLYHV� OHDYH� WKHVH�PHHWLQJV
XQFRPPLWWHG� WR� IROORZLQJ� WKURXJK� RQ� DQ� H[SRUW� GHDO�� 7KH� UHDVRQV� IRU
WKLV� DUH�PDQ\�� EXW�� W\SLFDOO\�� H[SRUWLQJ� LV� YLHZHG� DV� EHLQJ� WRR� FRPSOL�
FDWHG��WRR�H[SHQVLYH�DQG�WRR�GHPDQGLQJ�

.HQWXFN\� EXVLQHVVHV� RIWHQ� FRQVLGHU� WKHPVHOYHV� WR� EH� WRR� VPDOO
ZLWK�WRR�OLWWOH�NQRZOHGJH�DQG�VRSKLVWLFDWLRQ�WR�XQGHUVWDQG�IRUHLJQ�PDU�
NHWV�DQG�WKHLU�GLYHUVH�FXOWXUHV��)HZ�UXUDO�DQG�VPDOO�.HQWXFN\�EXVLQHVVHV
KDYH�VWDII�ZKR�DUH�IOXHQW�LQ�D�IRUHLJQ�ODQJXDJH�DQG�NQRZOHGJHDEOH�DERXW
IRUHLJQ� FXOWXUHV� DQG�ZKR� DOVR� KDYH� JRRG� EXVLQHVV� VNLOOV�� 3HUVRQV�ZLWK
WKHVH�VNLOOV�KDYH�DGYDQFHG�WUDLQLQJ�DQG�H[SHULHQFH�DQG�FRPPDQG�KLJKHU
VDODULHV�WKDQ�PDQ\�VPDOO�.HQWXFN\�EXVLQHVVHV�FDQ�DIIRUG�WR�SD\��6R�EDVLF
NQRZOHGJH� RI� KRZ� WR�GHDO�ZLWK� IRUHLJQ�PDUNHWV�� KRZ� WR� FRQWDFW� WKHP�
KRZ�WR�PDUNHW�WR�WKHP�DQG�KRZ�WR�QHJRWLDWH�ZLWK�WKHP��LV�D�FRPPRGLW\
WKDW�LV�LQ�VKRUW�VXSSO\�IRU�PDQ\�.HQWXFN\�SURGXFHUV�



Obstacles for Rural Firms

5HJXODWLRQ

,URQLFDOO\��DW�D�WLPH�ZKHQ�JOREDO�PDUNHWV�RIIHU�WKH�JUHDWHVW�RSSRU�
WXQLW\��WKH�DUFKLWHFWXUH�IRU�LQWHUQDWLRQDO�WUDGH�KDV�QHYHU�EHHQ�PRUH�FRP�
SOLFDWHG�� ,Q� IDFW�� QHZ� LQWHUQDWLRQDO� DJUHHPHQWV� GHVLJQHG� WR� RSHQ� DQG
HDVH�WUDGH�KDYH�KDG�TXLWH�WKH�RSSRVLWH�HIIHFW��/RFDO�EXVLQHVVHV�DQG�JRY�
HUQPHQWV�PXVW�PDNH�VHQVH�RI�QHZ�SDSHUZRUN�DQG� LQFUHDVLQJO\�UHO\�RQ
VSHFLDOL]HG�DWWRUQH\V� DQG� WUDGH�DQDO\VWV� WR� LQWHUSUHW� WKH�QHZ� UXOHV� DQG
UHJXODWLRQV³D�WLPH�FRQVXPLQJ�DQG�H[SHQVLYH�SURFHVV��7KH� ILUVW� WZR�RU
WKUHH� \HDUV� RI� WKH� LPSOHPHQWDWLRQ� RI�1$)7$�ZLOO� SULPDULO\� VHUYH� DV� D
WUDQVLWLRQ�SHULRG�GXULQJ�ZKLFK�JRYHUQPHQW�DQG�SULYDWH�DWWRUQH\V�PXVW
LQWHUSUHW�WKLV�DUFKLWHFWXUH�IRU�WKHLU�EXVLQHVV�FOLHQWV��)RU�WKH�VPDOO�RU�UXUDO
.HQWXFN\�EXVLQHVV�� WKH� H[SHQVH� DQG� FRPSOH[LW\� WKDW� LV� DVVRFLDWHG�ZLWK
H[SRUWLQJ�ZLWKLQ�VXFK�D�UHJXODWRU\�HQYLURQPHQW�LV�D�SRZHUIXO�GLVLQFHQ�
WLYH�

)LQDQFH

3HUKDSV� WKH�PRVW� LPSRVLQJ�REVWDFOH� WR�H[SRUWLQJ� LV�D�GLIILFXOW� IL�
QDQFLDO�HQYLURQPHQW��.HQWXFN\�EXVLQHVVHV�DUH�ULVN�DYHUVH�ZKHQ�LW�FRPHV
WR�H[SRUWLQJ�ZLWKLQ� WKH�VFRSH�RI�XQFHUWDLQWLHV� WKDW�DULVH� IURP�D�VKLIWLQJ
UHJXODWRU\�HQYLURQPHQW��+RZHYHU��WKHLU�SRWHQWLDO�ILQDQFLHUV��EDQNV��DUH
HYHQ� PRUH� ULVN�DYHUVH� XSRQ� H[DPLQLQJ� WKH� FUHGLWZRUWKLQHVV� RI� VPDOO�
DQG�PHGLXP�VL]H�EXVLQHVVHV�VHHNLQJ� WR�H[SRUW� WR�XQFHUWDLQ�PDUNHWV� IRU
WKH�ILUVW�WLPH�

%DQNV�DUH�QRWRULRXV�IRU�UHIXVLQJ�FUHGLW�WR�HQWHUSULVHV�WKDW�QHHG�LW
WKH�PRVW³XVXDOO\�VPDOOHU�EXVLQHVVHV�DWWHPSWLQJ�WR�HVWDEOLVK�WKHPVHOYHV
LQ�D�QHZ�PDUNHW�RU�ZLWK�D�QHZ�SURGXFW��$Q�H[SRUW�DUUDQJHPHQW�LQYROY�
LQJ�IRUHLJQ�PDUNHWV�DQG�IRUHLJQ�EDQNV�DGGV�VLJQLILFDQW�ULVN� WR� WKH�GHDO�
8QGHUVWDQGDEO\�� D� EDQN� PD\� EDON� DW� SURYLGLQJ� FUHGLW� LQ� VXFK� DQ� DU�
UDQJHPHQW�� ,I� LW�GRHV�GHFLGH�WR�H[WHQG�FUHGLW�� LW�PD\�FKDUJH�D�SUHPLXP
IHH� �WR�SURWHFW� LWVHOI�� WKDW� UHQGHUV� WKH�GHDO�XQDIIRUGDEOH� WR� WKH� ORFDO� H[�
SRUWHU�� 7KH� HQG� UHVXOW� LV� WKDW� VPDOO�� DQG� PHGLXP�VL]H� .HQWXFN\� EXVL�
QHVVHV�PD\�GHFLGH�WKH\�ZDQW�WR�H[SRUW�DQG�SHUIRUP�DOO�RI�WKH�KDUG�ZRUN
QHFHVVDU\�WR�GR�VR��RQO\�WR�FRPH�XS�HPSW\�KDQGHG�ZKHQ�VHHNLQJ�FUHGLW�
)RU�PDQ\��WKLV�LV�WKH��FRXS�GH�JUDFH���,W�VHQGV�DQ�LQHVWLPDEOH�QXPEHU�RI
ZRXOG�EH�H[SRUWHUV� IOHHLQJ� IURP�DQ\� UHDO�GLVFXVVLRQ�RI�ZKDW��ZKHUH�RU
KRZ�WR�H[SRUW�SURGXFWV�DQG�VHUYLFHV�



,PSOLFDWLRQV

&OHDUO\��ZH�FDQ�GR�PRUH�WR�KHOS�.HQWXFN\�UHDFK�LWV�H[SRUW�SRWHQ�
WLDO�LQ�WKH�\HDUV�WR�FRPH�E\�IRFXVLQJ�GLUHFWO\�RQ�WKH�SUREOHPV�LQGLJHQRXV
EXVLQHVVHV� IDFH� DQG� E\� VHHNLQJ� KRPHJURZQ� VROXWLRQV�� )LUVW�� WKHUH� LV� D
JUHDW�GHDO�RI�ZRUN� WR�EH�GRQH�DW� WKH�JUDVVURRWV� OHYHO� DPRQJ� WKH� VWDWH
V
VPDOO�� DQG�PHGLXP�VL]H� DQG� UXUDO� EXVLQHVVHV�� $V� WKH� .HQWXFN\� /RQJ�
7HUP� 3ROLF\� 5HVHDUFK� &HQWHU·V� PDQXIDFWXULQJ� VXUYH\� UHYHDOV�� ZKDW� LV
PLVVLQJ� DPRQJ� .HQWXFN\� EXVLQHVVHV� LV� D� IXQGDPHQWDO� FRPPLWPHQW� WR
H[SRUWLQJ��.HQWXFN\
V�EXVLQHVVHV��JRYHUQPHQW��XQLYHUVLWLHV�DQG�LQWHUQD�
WLRQDO�FLWL]HQV�PXVW�ZRUN� WRJHWKHU� WR�KHOS� WKRVH�ZKR�DUH�QRW�H[SRUWLQJ
�JHW�LQWR�WKH�JDPH���7KHUH�LV�QR�UHDG\�VXEVWLWXWH�IRU�D�KDQGV�RQ�DSSURDFK
WR� FXOWLYDWLQJ� H[SRUW� SRWHQWLDO�� 7KH� ILUVW� LQWHUQDWLRQDO� EXVLQHVV� WUDQVDF�
WLRQ�IRU�PRVW�VPDOO�EXVLQHVVHV�ZLOO�KDYH�WR�EH�FRQGXFWHG�SULQFLSDOO\�E\
WKRVH�ZKR�KDYH� WKH�NQRZOHGJH�DQG�QHWZRUNV�QHFHVVDU\� WR� FRQGXFW� H[�
SRUW� EXVLQHVV�� $QG�� LPSRUWDQWO\�� WKLV� WUDQVDFWLRQ� ZLOO� KDYH� WR� EH� FRQ�
GXFWHG�LQ�D�PDQQHU�WKDW�WHDFKHV�DQG�WUDLQV�QRYLFH�H[SRUWHUV�VR�WKH\�FDQ
DVVXPH�UHVSRQVLELOLW\�IRU�IXWXUH�H[SRUW�JURZWK�

:H�ZLOO�JHW�PRUH��EDQJ�IRU�WKH�EXFN��WKURXJK�JUDVVURRWV�HIIRUWV�WR
KHOS� EXVLQHVVHV� DUUDQJH� DQG� FRQGXFW� LQLWLDO� H[SRUW� WUDQVDFWLRQV��8QIRU�
WXQDWHO\�� VXFK� SDUWQHUVKLSV� DUH� RIWHQ� GLVFXVVHG� EXW� VHOGRP� DFKLHYHG�
$FKLHYLQJ� WKHP� ZLOO� UHTXLUH� H[WHQVLYH� ZRUN� LQ� QXPHURXV� ORFDOLWLHV
WKURXJKRXW�.HQWXFN\� RYHU� WLPH�� 7KHUH� LV� QR� DOWHUQDWLYH� WR� WKH� NLQG� RI
LQWHQVH�� RQH�RQ�RQH� ZRUN� ZLWK� VPDOO� DQG� UXUDO� EXVLQHVVHV� UHTXLUHG� WR
ERRVW�HQJDJHPHQW�LQ�LQWHUQDWLRQDO�WUDGH��7KH�,QWHUQDWLRQDO�7UDGH�2IILFH
LV�GHYHORSLQJ�WKLV�W\SH�RI�PRGHO�LQ�DQ�HIIRUW� WR�FXOWLYDWH�WKH�VNLOOV�EXVL�
QHVVHV�QHHG�WR�FUHDWH�D�VXFFHVVIXO�H[SRUW�FRPSRQHQW�RI�WKHLU�RSHUDWLRQV�

6HFRQG�� EXVLQHVVHV� PXVW� DFTXLUH� RU� GHYHORS� WKH� LQWHUQDWLRQDO
VNLOOV��ODQJXDJH��NQRZOHGJH�RI�FXOWXUH�DQG�SROLWLFDO�ULVN��DQG�VSHFLDOL]HG
EXVLQHVV�DQG�ILQDQFLDO�NQRZOHGJH��QHHGHG�WR�FRQGXFW�D�VXFFHVVIXO�H[SRUW
RSHUDWLRQ�� %XVLQHVVHV�PXVW� DFFHSW� DQG� FRPPLW� WR� SD\LQJ� WKH� SUHPLXP
QHFHVVDU\�IRU�VXFK�VNLOOV��DQ�H[SHQVH�WKDW� LV�UHDGLO\� MXVWLILDEOH�JLYHQ� WKH
LQFUHDVHG�VDOHV�DQG�SURILWV�H[SRUWV�DUH�OLNHO\�WR�EHDU��,QGXVWULDO�QHWZRUNV
RIIHU�D�SRVVLEOH�PHDQV�WR�DIIRUGDEOH�LQWHUQDWLRQDO�VNLOOV�WKDW�FRXOG�HQDEOH
JURXSV� RI� EXVLQHVVHV� WR� HQJDJH� LQ� H[SRUWLQJ�� )XUWKHUPRUH�� .HQWXFN\
PXVW�LQFUHDVLQJO\�SURGXFH�WKLV�NLQG�RI�WDOHQW�WKURXJK�LWV�VHFRQGDU\�DQG
KLJKHU�HGXFDWLRQ�V\VWHPV�E\�XWLOL]LQJ�WKH�LQWHUQDWLRQDO�HGXFDWLRQDO�SUR�



Obstacles for Rural Firms

JUDPV� WKDW� H[LVW� DQG� E\� HQKDQFLQJ� WKHP�ZLWK� QHZ� UHVRXUFHV� DQG�PLV�
VLRQV�

7KLUG�� ZH�PXVW� UHFRJQL]H� WKDW� WKH� UHJXODWRU\� HQYLURQPHQW� VXU�
URXQGLQJ� H[SRUWV� LV� ODUJHO\� EH\RQG� WKH� FRQWURO� RI� .HQWXFNLDQV�� 7KLV
PDNHV� LW� YHU\�GLIILFXOW� WR� DFKLHYH� D� FRPSDUDWLYH� DGYDQWDJH� LQ� WHUPV�RI
UHJXODWLRQ��,QVWHDG��ZH�PXVW�VHHN�D�FRPSDUDWLYH�DGYDQWDJH�KHUH�IRU�RXU
EXVLQHVVHV��7R�DFFRPSOLVK�WKLV�ZH�PXVW�KDYH�LQ�SODFH�FDSDEOH�LQGLYLGX�
DOV� LQ� ERWK� JRYHUQPHQW� DQG� WKH� SULYDWH� VHFWRU� ZKRVH� MRE� LW� LV� WR� VWD\
DEUHDVW�RI�GDLO\�GHYHORSPHQWV�LQ�LQWHUQDWLRQDO�WUDGH�DUFKLWHFWXUH�DQG�WR
SURYLGH�DQDO\VLV�DQG�OHJDO�LQWHUSUHWDWLRQ�WR�H[SRUWLQJ�EXVLQHVVHV�TXLFNO\
DQG�FRPSHWLWLYHO\�

)RXUWK��ZH�PXVW� VHHN� QHZ� VWUDWHJLHV� IRU� ILQDQFLQJ� H[SRUWV� IURP
VPDOO� EXVLQHVVHV� LQ� D� ULVN\� EXVLQHVV� HQYLURQPHQW��:H� DUH� QRW� DORQH� LQ
DWWHPSWLQJ�WR�HQKDQFH�RXU�H[SRUW�HIIRUW�LQ�WKLV�LPSRUWDQW�FDWHJRU\��1X�
PHURXV�RWKHU�$PHULFDQ�VWDWHV�DUH� IUXVWUDWHG�ZLWK� WKH� OHVV�WKDQ�RSWLPDO
ILQDQFLDO� FRQGLWLRQV� VXUURXQGLQJ� WKHLU� IOHGJOLQJ� H[SRUW� HIIRUWV��:LVFRQ�
VLQ��DOUHDG\�D�OHDGLQJ�H[SRUWHU��FLWHV�WKH�ODFN�RI�H[SRUW�ILQDQFH�DV�D�SULQ�
FLSDO�IDFWRU�LQ�OLPLWLQJ�IXWXUH�H[SRUW�JURZWK��+RZHYHU��WKH�VWDWH
V�([SRUW
&RPPLVVLRQ� DOVR� FRQFOXGHG� WKDW� :LVFRQVLQ� �RU� DQ\� RWKHU� LQGLYLGXDO
VWDWH��FDQ�GR�YHU\�OLWWOH�WR�LQFUHDVH�WKH�DYDLODELOLW\�RI�IXQGV�IRU�SRWHQWLDO
H[SRUWHUV�RSHUDWLQJ� LQ�D� WLJKW�FUHGLW�HQYLURQPHQW��7KHLU�SODQ� LV� WR�HGX�
FDWH�H[SRUWHUV�DERXW� H[LVWLQJ�6PDOO�%XVLQHVV�$GPLQLVWUDWLRQ�DQG�([LP�
EDQN�SURJUDPV���3URJUDP�3URILOH���������

7KRXJK�WKH�.HQWXFN\�7DVN�)RUFH�RQ�&UHDWLQJ�D�*OREDOO\�&RPSHWL�
WLYH� %XVLQHVV� (QYLURQPHQW� KDV� UHFRPPHQGHG� WKDW� WKH� .HQWXFN\� (FR�
QRPLF� 'HYHORSPHQW� &DELQHW
V� )LQDQFLDO� ,QFHQWLYH� 2IILFH� UHYLHZ� WKH
SRVVLELOLW\� DQG� GHVLUDELOLW\� RI� GHYHORSLQJ� D� VWDWH�VSRQVRUHG� H[SRUW� IL�
QDQFH�SURJUDP��WKH�VWDWH�ZLOO�EH�KDUG�SUHVVHG�WR�GR�VR�LQ�WLJKW�HFRQRPLF
WLPHV�ZKHUH�UHDO�DQG�SROLWLFDO�GHPDQGV�IRU�VWDWH�GROODUV�DUH�KLJKO\�FRP�
SHWLWLYH��$V�LQ�WKH�FDVH�RI�:LVFRQVLQ�DQG�RWKHU�VWDWHV��ZH�ZLOO�KDYH�WR�SXW
RXU� HIIRUWV� LQWR� PDNLQJ� WKRVH� EXVLQHVVHV� ZKLFK� VHHN� WR� H[SRUW� PRUH
FRPSHWLWLYH� IRU� IXQGV� IURP� WKH� 6PDOO� %XVLQHVV�$GPLQLVWUDWLRQ� DQG�([�
LPEDQN�

&RQFOXVLRQ

3DUWLFLSDWLQJ� LQ� WKH� JOREDO�PDUNHWSODFH� LV� NH\� WR� WKH� IXWXUH� HFR�
QRPLF�KHDOWK�RI�.HQWXFN\·V� UXUDO� FRPPXQLWLHV��:RUOG�%DQN�GDWD� VKRZ



WKDW�ZRUOG� WUDGH� LV� FRQWLQXLQJ� WR� H[FHHG�ZRUOG� HFRQRPLF� RXWSXW�� 7KLV
PHDQV�WKDW�H[SRUW�DFWLYLW\�ZLOO�LQYLJRUDWH�ORFDO�HFRQRPLF�KHDOWK�PRUH�VR
WKDQ�EXVLQHVV�EHWWLQJ�RQ�RYHUDOO� HFRQRPLF�JURZWK��8QIRUWXQDWHO\��.HQ�
WXFN\� IDFHV� VHYHUDO� REVWDFOHV� LQ� VHHNLQJ� WR� LQFUHDVH� LWV� H[SRUW� HDUQLQJV�
.QRZOHGJH�RI� IRUHLJQ�PDUNHWV�DQG�FXOWXUHV�� LQWHUQDWLRQDO� WUDGH� UHJXOD�
WLRQV�� DQG� H[SRUW� ILQDQFH� DUH� VXEVWDQWLDO� REVWDFOHV� WKDW� .HQWXFN\� EXVL�
QHVVHV�PXVW�RYHUFRPH��$W�WKH�VDPH�WLPH��.HQWXFN\
V�VLVWHU�VWDWHV�DUH�DOVR
ZRUNLQJ�YHU\�KDUG� WR�EH�VXFFHVVIXO� LQ� WKLV�DUHQD�� FUHDWLQJ�D�PRUH�FRP�
SHWLWLYH� H[SRUW� HQYLURQPHQW��:KLOH�PRVW� VWDWHV� DUH� GHYHORSLQJ� LQ�VWDWH
DUFKLWHFWXUH�LQ�DQ�HIIRUW�WR�JLYH�WKHLU�LQGLJHQRXV�EXVLQHVVHV�D�FRPSHWLWLYH
DGYDQWDJH� LQ�ZRUOG�PDUNHWV�� LW� LV� VXJJHVWHG� KHUH� WKDW� HIIRUWV� SODFHG� DW
WKH��JUDVV�URRWV��OHYHO�ZLOO�DFKLHYH�WKH�JUHDWHVW�JDLQV�RYHU�WLPH�



Networks: A Local Approach

1HWZRUNV�$�/RFDO
$SSURDFK

XU� PDQXIDFWXULQJ� VXUYH\� VXJJHVWV� WKDW� JHQHUDWLQJ� LQWHUHVW� LQ
IRUHLJQ� WUDGH� DQG� UDLVLQJ� H[SHFWDWLRQV� ZLOO� EH� LPSRUWDQW� VWHSV
WRZDUG�EURDGHU�SDUWLFLSDWLRQ� LQ� WKH� JOREDO� HFRQRP\��+RZHYHU�

UXUDO� SURGXFHUV� DUH� OLNHO\� WR� KDYH� D� KHDOWK\� VNHSWLFLVP� DERXW�ZKHWKHU
WKH\�FDQ�DFWXDOO\�EHFRPH�H[SRUWHUV��'U��%XUQHWW�GLVFXVVHV�VHYHUDO�UDWKHU
GDXQWLQJ� QHHGV³UHJXODWRU\� H[SHUWLVH�� LQWHUQDWLRQDO� VRSKLVWLFDWLRQ� DQG
ORZ�LQWHUHVW�ILQDQFLQJ³ZKLFK�DUH�VXUH�WR�GDPSHQ�WKH�HQWKXVLDVP�RI�UX�
UDO� SURGXFHUV��$W� WKH� URRW� RI� WKHVH� REVWDFOHV� LV� RQH� SUREOHP³D� ODFN� RI
UHVRXUFHV�

%\� WKHPVHOYHV��PRVW� UXUDO� SURGXFHUV� GR� QRW� KDYH� WKH� UHVRXUFHV
QHFHVVDU\� IRU� VXFFHVVIXO� H[SRUWLQJ�� 6WDWH� JRYHUQPHQW� SURJUDPV� DORQH
FDQQRW�UHPHG\�WKH�SUREOHP��:LWK�FXWEDFNV� WDNLQJ�SODFH�DOO� DFURVV�JRY�
HUQPHQW�� SXEOLF� UHVRXUFHV�ZLOO� EH� FRQVWUDLQHG�ZHOO� LQWR� WKH� IRUHVHHDEOH
IXWXUH�� ([SRUW�SURPRWLRQ� DQG
SURGXFHU�HGXFDWLRQ� SURJUDPV�
SDUWLFXODUO\� LI� WKH\� DUH� QHZ�� DUH
DPRQJ� WKH� OHDVW� OLNHO\� WR� UHFHLYH
SUHFLRXV�JRYHUQPHQW�UHYHQXHV�

7KH� FKDOOHQJH� SRVHG� E\
OLPLWHG� DQG� IUDJPHQWHG� UH�
VRXUFHV� FDQ� EH� RYHUFRPH� E\� FROODERUDWLRQ�� 6WDWH� DQG� ORFDO� JRYHUQPHQW
FDQ�HQFRXUDJH�FROODERUDWLYH�HIIRUWV��EXW�VXFFHVV�RU�IDLOXUH�XOWLPDWHO\�GH�
SHQGV�RQ�LQGLYLGXDOV��HQWHUSULVHV�DQG�FRPPXQLWLHV��3RROHG�UHVRXUFHV�DW

2

3RROHG� UHVRXUFHV� DW� WKH� ORFDO
OHYHO���FDQ� JHQHUDWH� WUHPHQGRXV� HQ�
HUJ\�DQG�DOORZ�EXVLQHVVHV�WR�DFKLHYH
JRDOV� WKDW�ZRXOG�RWKHUZLVH� EH� GLIIL�
FXOW��LI�QRW�LPSRVVLEOH��WR�UHDFK�



WKH�ORFDO�OHYHO��FRPELQHG�ZLWK�LQVLJKWV�LQWR�WKH�XQLTXH�QHHGV�RI�GLIIHUHQW
FRPPXQLWLHV�� FDQ�JHQHUDWH� WUHPHQGRXV�HQHUJ\�DQG�DOORZ�EXVLQHVVHV� WR
DFKLHYH� JRDOV� WKDW� ZRXOG� RWKHUZLVH� EH� GLIILFXOW�� LI� QRW� LPSRVVLEOH�� WR
UHDFK��&RRSHUDWLRQ�LV�QRW�D�QHZ�FRQFHSW�WR�UXUDO�SURGXFHUV��)DUP�FR�RSV
KDYH�EHHQ�ZHOO�HVWDEOLVKHG�IRU�\HDUV��DV�KDYH�WUDGH�DVVRFLDWLRQV�IRU�YDUL�
RXV�LQGXVWULHV��+RZHYHU��FRRSHUDWLRQ�DPRQJ�PDQXIDFWXUHUV�DQG�IDUPHUV
LV� EHFRPLQJ� LQFUHDVLQJO\� VRSKLVWLFDWHG� LQ� .HQWXFN\� DQG� DURXQG� WKH
ZRUOG��5HODWLRQVKLSV�DPRQJ�SURGXFHUV�DUH�FORVHU��PRUH�IRUPDOL]HG��DQG
DUH�LQWHJUDO�FRPSRQHQWV�RI�GHYHORSPHQW�SODQQLQJ��,Q�IDFW��WKHVH�VRSKLV�
WLFDWHG�FRRSHUDWLYH�UHODWLRQVKLSV�QRZ�KDYH�D�QDPH³QHWZRUNV�

:KDW�LV�D�1HWZRUN"

7KH�WHUP��QHWZRUN��LV�RSHQ�WR�GLIIHUHQW�LQWHUSUHWDWLRQV��$W�D�����
VXPPLW� RI� QHWZRUNLQJ� H[SHUWV� IURP� DURXQG� WKH�ZRUOG�� �QHWZRUN�� ZDV
JLYHQ� D� FRGLILHG� GHILQLWLRQ�� �$� QHWZRUN� LQYROYHV� D� IRUP� RI� DVVRFLDWLYH
EHKDYLRU� DPRQJ� ILUPV� WKDW� KHOSV� H[SDQG� WKHLU� PDUNHWV�� LQFUHDVH� WKHLU
YDOXH�DGGHG�RU�SURGXFWLYLW\��>DQG@�VWLPXODWH�OHDUQLQJ�>WR@�LPSURYH�WKHLU
ORQJ�WHUP�PDUNHW�SRVLWLRQ���%RVZRUWK�DQG�5RVHQIHOG��������S�������)LUPV
PLJKW�FRRSHUDWH�ZLWK�RQH�DQRWKHU�LQ�VHYHUDO�ZD\V�

• ,Q� OHDUQLQJ� QHWZRUNV�� ILUPV� VKDUH� YDOXDEOH� NQRZOHGJH
DQG�H[SHULHQFH�QHFHVVDU\�WR�UHPDLQ�FRPSHWLWLYH�

• ,Q�UHVRXUFH�QHWZRUNV��ILUPV�GHYHORS�VROXWLRQV�WR�FRPPRQ
SUREOHPV� RU� VSUHDG� H[SHQVHV� IRU� LQVXUDQFH�� FHUWLILFD�
WLRQ��WUDLQLQJ��HTXLSPHQW�RU�WHVWLQJ�

• ,Q� FR�PDUNHWLQJ� QHWZRUNV�� ILUPV� HPSOR\� MRLQW�PDUNHWLQJ
WR�JDLQ�DFFHVV�WR�QHZ�FXVWRPHUV�DQG�QHZ�PDUNHWV�

• ,Q� FR�SURGXFWLRQ� QHWZRUNV�� ILUPV� MRLQWO\� PDQXIDFWXUH
FRPSRQHQWV�RU�ILQLVKHG�JRRGV��FRPSOHPHQWLQJ�RQH�DQ�
RWKHU·V�RSHUDWLRQV��%RVZRUWK��������

7KHVH�W\SHV�RI�QHWZRUNV�DUH�OLVWHG�LQ�DVFHQGLQJ�RUGHU�WKDW�UHIOHFWV
WKH� OHYHO� RI� WUXVW� DQG� FRRSHUDWLRQ� QHFHVVDU\� IRU� VXFFHVV�� /HDUQLQJ� QHW�
ZRUNV�DQG�UHVRXUFH�QHWZRUNV�DUH�NQRZQ�DV��VRIW�QHWZRUNV���VLQFH�WKHVH
W\SHV� RI� QHWZRUNV� GR� QRW� UHTXLUH� WKH�PRUH� IRUPDOL]HG� UHODWLRQVKLSV� RI
FR�PDUNHWLQJ� RU� FR�SURGXFWLRQ� QHWZRUNV�� ZKLFK� DUH� NQRZQ� DV� �KDUG
QHWZRUNV��� )LUPV� W\SLFDOO\� EHJLQ� ZRUNLQJ� WRJHWKHU� LQ� VRIW� QHWZRUNV�
ZKLFK�UHTXLUH�OHVV�HIIRUW�DQG�OHVV�FRPPLWPHQW��DQG�DV�WUXVW�DQG�FRRSHUD�
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WLRQ� GHYHORS�� WKH\�PD\�PRYH� WRZDUGV� KDUG� QHWZRUNV�� +DUG� QHWZRUNV
JHQHUDOO\�\LHOG�JUHDWHU�UHVXOWV�LQ�WHUPV�RI�VDOHV�DQG�FRPSHWLWLYHQHVV�

$�JRRG�H[DPSOH�RI�D�OHDUQLQJ�QHWZRUN�LV�WKH�&RVW�5HGXFWLRQ�$VVR�
FLDWLRQ�RI�1RUWKHUQ�.HQWXFN\��RU�&5$1.��7KLV�RUJDQL]DWLRQ�ZDV�FUHDWHG
LQ������E\�DERXW����1RUWKHUQ�.HQWXFN\�ILUPV�IRU�WKH�SXUSRVH�RI�UHGXF�
LQJ�FRVWV��7KH�JURXS�LV�H[DPLQLQJ�LQYHQWRU\�SURJUDPV��VFUDS�UHGXFWLRQ�
WHDP� DSSURDFKHV� WR� PDQDJHPHQW� DQG� WUDVK� GLVSRVDO� UHGXFWLRQ� FRVWV�
&5$1.� LV�DOVR�GHYHORSLQJ�D�SODQ� IRU�PHPEHUV� WR�SXUFKDVH�RIILFH� VXS�
SOLHV�DV�RQH�ODUJH�XQLW��)ULHGEHUJ��������

$�UHVRXUFH�QHWZRUN� LQ�*RVKHLP��*HUPDQ\��KDV�D�QXPEHU�RI�VPDOO�
DQG�PHGLXP�VL]H�HQJLQHHULQJ�DQG�PHWDOZRUNLQJ� ILUPV�ZKLFK�ZHUH�XQ�
GHU�FRPSHWLWLYH�SUHVVXUHV�IURP�RWKHU�(XURSHDQ�ILUPV�DQG�IURP�WKH�ULVLQJ
TXDOLW\�VWDQGDUGV�RI� ODUJH�PDQXIDFWXUHUV��7KH\�GHFLGHG� WKH\�QHHGHG� WR
LPSURYH�TXDOLW\��EXW�LQGLYLGXDOO\�WKH\�FRXOG�QRW�DIIRUG�WR�SXUFKDVH�WKH
QHFHVVDU\�HTXLSPHQW��,QVWHDG��WKH\�FDPH�WRJHWKHU�WR�EX\�D�VLQJOH�VHW�RI
WKH�YHU\�EHVW�HTXLSPHQW�RQ�WKH�PDUNHW��WR�EH�KRXVHG�DW�DQ�LQGHSHQGHQW
WHFKQRORJ\� FHQWHU� �3\NH�� ������� 6LPLODUO\�� WKH� 2UHJRQ� %RRN� 3XEOLVKHUV
([SDQGHG�1HWZRUN�LV�DQ�DVVRFLDWLRQ�RI�����VPDOO�SXEOLVKLQJ�FRPSDQLHV
ZKLFK� VKDUH� HTXLSPHQW�� WHFKQRORJ\�� WUDLQLQJ�� LQIRUPDWLRQ� DQG� FRVW�
FXWWLQJ�SURFHGXUHV���1HW1HZV����������:DVKLQJWRQ�VWDWH�KDV�HVWDEOLVKHG
WKH� ,62� ����� ,PSOHPHQWDWLRQ� 1HWZRUNV� 3URJUDP� WR� KHOS� VPDOO� ILUPV
VKDUH�WKH�FRVW�RI�,62������FHUWLILFDWLRQ��UHGXFLQJ�WKHLU�WUDLQLQJ�DQG�FRQ�
VXOWLQJ�FRVWV�E\�QHDUO\�KDOI���1HW1HZV���������

$� FR�PDUNHWLQJ� QHWZRUN� UHTXLUHV� ILUPV� WR� EHFRPH� PRUH� LQWHUGH�
SHQGHQW� DQG�QHFHVVLWDWHV� KLJKHU� OHYHOV� RI� WUXVW��1RQHWKHOHVV�� WKHVH� QHW�
ZRUNV�DUH�TXLWH�FRPPRQ��)RU�\HDUV� IDUPHUV�KDYH�VROG� WKHLU�SURGXFH�DW
IDUPHUV
�PDUNHWV�DQG�KDYH�FRRSHUDWHG�WR�JDLQ�DFFHVV�WR�QHZ�PDUNHWV��EXW
WRGD\�PDQ\�GLIIHUHQW�NLQGV�RI�SURGXFHUV�DUH�HQJDJLQJ�LQ�WKLV�NLQG�RI�DF�
WLYLW\��,Q�*UHDW�%ULWDLQ��D�QHWZRUN�RI�SULQWHUV�SXEOLVKHV�D�FRPSUHKHQVLYH
EURFKXUH� WKDW� GHVFULEHV� WKH� FDSDELOLWLHV� RI� WKH� ���PHPEHU� ILUPV��:KHQ
GHVLJQLQJ�WKH�EURFKXUH��WKH�ILUPV�ZHUH�FDUHIXO�QRW�WR�RYHUODS�WKHLU�SURG�
XFWV�� VR� WKDW� QR� WZR� FRPSDQLHV� SURYLGH� WKH� VDPH� VHUYLFHV� LQ� WKH� EUR�
FKXUH�� 7KH� QHWZRUN
V� PHPEHUV� VKDUH� FXVWRPHU� GDWDEDVHV� ZLWK� RQH
DQRWKHU�DQG�VRPHWLPHV�HQJDJH�LQ� MRLQW�FRQWUDFW�ZRUN��HQDEOLQJ�WKHP�WR
VHFXUH�ODUJHU�FRQWUDFWV�WKDQ�WKH\�FRXOG�LQGLYLGXDOO\��%URXQ������E��

)LUPV� LQ� D� FR�SURGXFWLRQ� QHWZRUN� QRW� RQO\�PDUNHW� WKHLU� JRRGV� WR�
JHWKHU�� WKH\� DOVR� SURGXFH� WKHP� WRJHWKHU�� 7KH� ,RZD� 6WUDWHJLF� $OOLDQFH
%HHI� 3URMHFW� LV� D� QHWZRUN� RI� VHYHUDO� GR]HQ� FRZ�FDOI� SURGXFHUV�� DQ� DUHD



IHHGORW�RSHUDWRU�DQG�D�EHHI�SDFNHU��7KH�IHHGORW�RSHUDWRU�DQG�WKH�SDFNHU
H[FKDQJH�LQIRUPDWLRQ�ZLWK�WKH�SURGXFHUV��HQDEOLQJ�JUHDWHU�TXDOLW\�FRQ�
WURO�LQ�WKH�SURGXFWLRQ�SURFHVV�DQG�SURGXFLQJ�PRUH�FRQVLVWHQW�DQG�IODYRU�
IXO�EHHI� �%RUVW�� �������7KH�:HVWHUQ�&DQDGD�0DULQH�*URXS��D� VPDOO�� VL[�
PHPEHU�QHWZRUN�RI�PDULQH�HTXLSPHQW�DQG�GHVLJQ�WHFKQRORJ\�ILUPV��UH�
FHQWO\�ZRQ�D�����PLOOLRQ�FRQWUDFW�WR�GHVLJQ�DQG�EXLOG�D�QHZ�SDWURO�ERDW
IRU� WKH�0DXULWLXV� &RDVW�*XDUG�� DQG� LW� LV� FXUUHQWO\� ELGGLQJ� RQ� DQRWKHU
����� PLOOLRQ� ZRUWK� RI� FRQWUDFWV� LQ� $VLD�� WKH� 0LGGOH� (DVW� DQG� 6RXWK
$PHULFD���1HW1HZV����������7KH�$SSDODFKLDQ�&HQWHU�IRU�(FRQRPLF�1HW�
ZRUNV�PDNHV�KRXVHKROG�SURGXFWV��VXFK�DV�DGMXVWDEOH�FDELQHWV��IRU�SHRSOH
ZLWK�GLVDELOLWLHV��%URXQ������D���7KH�ILUPV�LQ�&DQDGD�DQG�$SSDODFKLD�DUH
ZLQQLQJ�FRQWUDFWV�WKDW�ZRXOG�EH�WRR�ODUJH�IRU�DQ\�LQGLYLGXDO�FRPSDQ\�WR
ILOO�

$�QHWZRUN�PLJKW�FRQVLVW�RI�ILUPV�ZKLFK�SURGXFH�VLPLODU�SURGXFWV�
VXFK�DV�WKH�:HVWHUQ�&DQDGD�0DULQH�*URXS��$�QHWZRUN�PLJKW�DOVR�EH�D
JURXS�RI� ILUPV�SURGXFLQJ�GLIIHUHQW� VWDJHV�RI� WKH� VDPH� ILQDO�SURGXFW�� DV
ZLWK�WKH�,RZD�6WUDWHJLF�$OOLDQFH�%HHI�3URMHFW��2U�D�QHWZRUN�PD\�EH�OLNH
&5$1.��ZLWK�ILUPV�LQ�GLIIHUHQW�LQGXVWULHV�FRRSHUDWLQJ�WR�VKDUH�LQIRUPD�
WLRQ�DERXW�QHZ�EXVLQHVV�SUDFWLFHV�DQG�WR�VROYH�FRPPRQ�SUREOHPV�

+RZ�'R�1HWZRUNV�*HW�6WDUWHG"

/LNH�DQG� OLQNHG� ILUPV� WHQG� WR� FOXVWHU�JHRJUDSKLFDOO\��7KH�FOXVWHU
PD\� EH� EDVHG� RQ� FRPPRQ� WHFKQRORJLHV�� ODERU� QHHGV�� WUDQVSRUWDWLRQ
QHHGV� DQG� VR� IRUWK��:KLOH� WKHVH� ILUPV� IUHTXHQWO\� YLHZ� RQH� DQRWKHU� DV
FRPSHWLWRUV��LW�LV�DOVR�WUXH�WKDW�WKH\�SUREDEO\�VKDUH�PDQ\�RI�WKH�VDPH�LQ�
WHUHVWV�DQG�FRQFHUQV��1HWZRUNV�EXLOG�XSRQ�WKH�VLPLODULWLHV�DPRQJ�ILUPV
LQ�D�JLYHQ�UHJLRQ��DQG�KHOS�WKHP�SRRO�KXPDQ�DQG�SK\VLFDO�UHVRXUFHV�WR
SURPRWH�LQQRYDWLRQ��LQFUHDVH�WKH�YDOXH�DGGHG�WR�WKHLU�SURGXFWV�DQG�LP�
SURYH� PDUNHW� VKDUHV�� )LUPV� DUH� PRWLYDWHG� WR� FROODERUDWH� E\� WKH� UDSLG
JURZWK�RI�JOREDO�WUDGH³WKH�PHWDOZRUNLQJ�VKRS�RQ�WKH�HDVW�VLGH�RI�WRZQ
QR�ORQJHU�FRPSHWHV�VROHO\�ZLWK�WKH�PHWDOZRUNLQJ�VKRS�RQ�WKH�ZHVW�VLGH
RI�WRZQ��LW�LV�QRZ�FRPSHWLQJ�ZLWK�PHWDOZRUNLQJ�VKRSV�LQ�0H[LFR��%UD]LO�
7DLZDQ�DQG�6SDLQ��DOO�RI�ZKLFK�PD\�KDYH�ORZHU�ODERU�FRVWV��EHWWHU�SXEOLF
DQG� SULYDWH� PDUNHWLQJ� VHUYLFHV�� DQG� ZRUOG�FODVV� PDFKLQHU\�� )LUPV� DUH
LQFUHDVLQJO\�FRPLQJ�WR�VHH�WKHLU�QHLJKERUV��ZLWK�VLPLODU�QHHGV�DQG�VLPL�
ODU�LQWHUHVWV��DV�FROODERUDWRUV�UDWKHU�WKDQ�FRPSHWLWRUV�
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+RZHYHU��ILUPV�DUH�UDUHO\�GUDZQ�WRJHWKHU�DV�LI�E\�GHVWLQ\��5DWKHU�
LW�WDNHV�H[WHQVLYH�HIIRUW��RIWHQ�LQLWLDWHG�E\�DQ�LQGLYLGXDO�ILUP�RU�SHUVRQ�
NQRZQ�DV�D� �EURNHU��� WR� LQLWLDWH�D�QHWZRUN��%URNHUV�PD\�EH� UHTXLUHG� WR
GHYRWH�D�FRQVLGHUDEOH�DPRXQW�RI� WLPH� WR� OD\LQJ� IRXQGDWLRQV�EHIRUH�DQ\
FROODERUDWLYH� HIIRUWV� FDQ� EH� FRQVWUXFWHG�� 7KH� %ULWLVK� SULQWLQJ� QHWZRUN
ZDV�IRXQGHG�E\�D�SULQWHU�DQG�D�PDUNHWLQJ�FRQVXOWDQW��7KH�WZR�FRQWDFWHG
RWKHU�SULQWLQJ�ILUPV�LQ�WKH�*ORXFHVWHU�DUHD��DQG����ILUPV�IRUPHG�WKH�QHW�
ZRUN��%URXQ������E���:KHQ�WKH�-DQH�$GDPV�5HVRXUFH�&HQWHU��-$5&�� LQ
&KLFDJR� VXUYH\HG� PHWDOZRUNLQJ� LQGXVWULHV� LQ� WKH� QHLJKERUKRRGV� LQ
ZKLFK�LW�ZRUNHG��LW�IRXQG�WKDW�ILUPV�ZHUH�LQWHUHVWHG�LQ�ZRUNLQJ�FROODER�
UDWLYHO\��-$5&�WKHQ�KHOSHG�HVWDEOLVK�WKH�0HWDOZRUNLQJ�&RQVRUWLXP��D�FR�
PDUNHWLQJ�QHWZRUN� �%URXQ������D��� ,Q�*RVKHLP��*HUPDQ\�� WKH� UHVRXUFH
QHWZRUN�RI����HQJLQHHULQJ�DQG�PHWDOZRUNLQJ�ILUPV�ZDV�ODUJHO\�LQLWLDWHG
WKURXJK� WKH� HIIRUWV� RI� RQH� ORFDO� SHUVRQ�� ZKR� RUJDQL]HG� PHHWLQJV� DQG
DJHQGDV��3\NH��������

3DUWLFXODUO\�ZKHQ�ILUPV�DUH�ILUVW�H[SORULQJ�WKH�SRVVLELOLWLHV�RI�FRO�
ODERUDWLRQ��LW�PD\�WDNH�FRQVLGHUDEOH�WLPH�WR�HVWDEOLVK�WUXVW�EHWZHHQ�SHR�
SOH�ZKR� RUGLQDULO\� YLHZ� RQH� DQRWKHU� DV� FRPSHWLWRUV�� $W� WKLV� VWDJH� WKH
EURNHU� LV� NH\�� ([SHUWV� UHSHDWHGO\� VWDWH� WKDW� LQWHUSHUVRQDO� UHODWLRQVKLSV
EHWZHHQ�UHSUHVHQWDWLYHV�RI�WKH�GLIIHUHQW�FRPSDQLHV�DUH�HVVHQWLDO�WR�PDNH
WKH�QHWZRUNV�ZRUN��$V�WUXVW�GHYHORSV��QHWZRUNV�PD\�PRYH�WRZDUGV�FR�
PDUNHWLQJ�RU�FR�SURGXFWLRQ�DFWLYLWLHV��ZKLFK�WHQG�WR�KDYH�ODUJHU�EHQHILWV
WKDQ� VKDUHG� OHDUQLQJ� RU� UHVRXUFHV� �%RVZRUWK�� ������� %ULDQ� %RVZRUWK� RI
5HJLRQDO�7HFKQRORJ\�6WUDWHJLHV�ZULWHV�� ´1HWZRUNLQJ�EHKDYLRU� VHHPV� WR
LQYROYH�PRUH�IXQGDPHQWDO�LVVXHV�RI�PRGHUQL]DWLRQ�DV�WUXVW�UHODWLRQVKLSV
GHHSHQ�DQG�LQWHUGHSHQGHQFH�JURZV���S������7KHVH�LQWHUSHUVRQDO�UHODWLRQ�
VKLSV� PD\� EH� QXUWXUHG� E\� IUHTXHQW� IDFH�WR�IDFH� PHHWLQJV� DPRQJ� QHW�
ZRUNLQJ�ILUPV��PDQ\�QHWZRUNV�PHHW�RQFH�RU�WZLFH�D�PRQWK��SDUWLFXODUO\
LQ�WKH�HDUO\�VWDJHV���DQG�WKURXJK�RWKHU�DFWLYLWLHV��VXFK�DV�VHPLQDUV�RU�VR�
FLDO� IXQFWLRQV��&RUGHV�6HDEURRN��ZKR� FR�IRXQGHG�9DOXH�6\VWHPV� ,QF��� D
SULYDWH� FRQVXOWLQJ� ILUP� LQ� WKH� &DUROLQDV�� EURXJKW� UHSUHVHQWDWLYHV� IURP
WH[WLOH�ILUPV�WRJHWKHU�DW�GLQQHUV�DQG�FRFNWDLO�SDUWLHV��%URXQ������E��

3XEOLF� DJHQFLHV� FDQ� DVVXPH� WKH� FULWLFDO� UROH� RI� EURNHU�� EXW� VWDWH
JRYHUQPHQW
V� UROH� PXVW� EH� PXFK� ODUJHU� WKDQ� VLPSO\� LQYLWLQJ� ILUPV� WR
PHHW�ZLWK�RQH�DQRWKHU��,I�QHZ�SURFHVVHV�RI�GHYHORSPHQW�DUH�WR�WDNH�URRW
DQG� IORXULVK�� SULYDWH� FRPSDQLHV� DUH� QRW� WKH� RQO\� RQHV� ZKR� QHHG� WR
FKDQJH� WKHLU� WKLQNLQJ�DQG� WKHLU�ZD\�RI�GRLQJ�EXVLQHVV�� ,W� LV� LQFXPEHQW
XSRQ� JRYHUQPHQW� DQG� RWKHU�PHPEHUV� RI� WKH� FRPPXQLW\³HGXFDWLRQDO



LQVWLWXWLRQV��LQGLYLGXDO�FLWL]HQV��FLYLF�JURXSV³WR�HQDEOH�WKHVH�FKDQJHV�LQ
WKH�SULYDWH�VHFWRU�

*HWWLQJ�*RYHUQPHQW�DQG�WKH�&RPPXQLW\�,QYROYHG

2QH� RI� WKH� WUXH� VWUHQJWKV� RI� QHWZRUNV� LV� WKH� FRQVLGHUDEOH� YDOXH
WKH\� KDYH� EH\RQG� VHUYLFH� DV� HFRQRPLF� GHYHORSPHQW� WRROV�� $OWKRXJK
QHWZRUNV�KDYH� HPHUJHG� LQ�(XURSH�DQG� WKH�8QLWHG� 6WDWHV� ODUJHO\� LQ� UH�
VSRQVH� WR� WKH� ULVLQJ� FRPSHWLWLYH�SUHVVXUHV�RI� WKH� JOREDO� HFRQRP\�� WKH\
FDQ�VHUYH�D�PXFK�EURDGHU�SXUSRVH��+HUH�LQ�.HQWXFN\�ZH�KDYH�H[DPSOHV
RI�KRZ�QHWZRUNV�FDQ�XQLWH�GLYHUVH�DFWRUV�ZLWKLQ�D�FRPPXQLW\��EXLOG�VR�
FLDO�FDSLWDO�DQG�EHQHILW�WKRVH�QRW�SUHYLRXVO\�DVVRFLDWHG�ZLWK�D�SDUWLFXODU
LQGXVWU\�

,Q� /RXLVYLOOH�� WKH� SODVWLFV� LQGXVWU\� LV� RQH� RI� VHYHUDO� QHWZRUNV
ZKLFK� KDV� IRUPHG� DV� D� UHVXOW� RI� WKH� HIIRUWV� RI� WKH� /RXLVYLOOH�-HIIHUVRQ
&RXQW\�2IILFH� IRU�(FRQRPLF�'HYHORSPHQW� �2('���7KH�SODVWLFV� LQGXVWU\
QHWZRUN� KDV� EHHQ� TXLWH� DFWLYH� VLQFH� LWV� IRUPDWLRQ� LQ� )HEUXDU\� �����
$PRQJ�RWKHU� WKLQJV�� LW� KDV� HVWDEOLVKHG�D� ���KRXU� FXUULFXOXP� IRU� HQWU\�
OHYHO�HPSOR\HHV��WR�EH�WDXJKW�DW�RQH�RI�-HIIHUVRQ�&RXQW\
V�PDJQHW�FDUHHU
DFDGHPLHV��1LQH�VXSSOLHUV�DQG�YHQGRUV�GRQDWHG�D�PROG�PDNLQJ�PDFKLQH
DQG�VXSSRUW�HTXLSPHQW�WR�WKH�VFKRRO��DQG�WKH�%OXHJUDVV�6WDWH�6NLOOV�&RU�
SRUDWLRQ� SURYLGHG� DQ� LQ�NLQG� PDWFKLQJ� JUDQW�� 6W�� $QWKRQ\� 2XWUHDFK�
,QF���DQ�LQQHU�FLW\�FRPPXQLW\�UHVRXUFH�FHQWHU��SURYLGHG�VHYHUDO�VWXGHQWV
IURP� D� SRRO� RI� MRE� DSSOLFDQWV� WR� WKH� WUDLQLQJ� SURJUDP�� 7KHVH� VWXGHQWV
ZHUH� KLUHG� E\� WKH� SODVWLFV� FRPSDQLHV� XSRQ� FRPSOHWLRQ� RI� WKH� WUDLQLQJ
SURJUDP��7KH�QHWZRUN�KDV�EHJXQ�SODQQLQJ�D�����KRXU�FXUULFXOXP�WR�EH
WDXJKW�DW� -HIIHUVRQ�&RPPXQLW\�&ROOHJH� �/RXLVYLOOH�-HIIHUVRQ�&R��2IILFH
IRU�(FRQRPLF�'HYHORSPHQW��Q�G���

1RW� RQO\� GR� WKH� SODVWLFV� FRPSDQLHV� EHQHILW� E\� UHGXFLQJ�ZRUNHU
WUDLQLQJ� FRVWV�� EXW� ORFDO� HGXFDWLRQDO� LQVWLWXWLRQV� KDYH� DFTXLUHG� HTXLS�
PHQW��VNLOOV�DQG�WUDLQLQJ�FDSDELOLW\�WKDW�DUH�KLJKO\�UHVSRQVLYH�WR�WKH�ORFDO
MRE� PDUNHW�� ,QQHU�FLW\� UHVLGHQWV� UHFHLYH� WUDLQLQJ� ZKLFK� UHVXOWV� LQ� HP�
SOR\PHQW��$OO� WKH�ZKLOH�� WKH�2('�KDV�ZRUNHG� WR� IDFLOLWDWH� FRPPXQLFD�
WLRQ�DPRQJ�WKH�SODVWLFV�ILUPV�DQG�HQOLVW�WKH�UHVRXUFHV�RI�D�GLYHUVH�JURXS
RI�RUJDQL]DWLRQV��7KLV�LV�FOHDUO\�D�FRPPXQLW\�HIIRUW�

5XUDO� FRPPXQLWLHV� PD\� KDYH� WR� EH� D� ELW� ODUJHU�� JHRJUDSKLFDOO\
VSHDNLQJ��VLQFH�ILUPV�DUH�OHVV�FRQFHQWUDWHG�WKDQ�WKH\�DUH�LQ�D�FLW\��)LUPV
LQ�WKH�VDPH�LQGXVWU\�PLJKW�EH�VSUHDG�RYHU�VHYHUDO�FRXQWLHV��ZKLFK�FRXOG
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LQKLELW�WKH�GHYHORSPHQW�RI�QHWZRUNV�IRU�D�FRXSOH�RI�UHDVRQV��)LUVW��IDFH�
WR�IDFH�PHHWLQJV�� ZKLFK� DUH� FULWLFDO� IRU� HVWDEOLVKLQJ� WUXVW� DQG� FRRSHUD�
WLRQ��ZRXOG�EH�PRUH�GLIILFXOW��0RUH�LPSRUWDQWO\��DVVLVWDQFH�IURP�D�VLQJOH
DJHQF\�� VXFK� DV� WKH� 2('�� LV� SUREDEO\� PRUH� HIILFLHQW� WKDQ� D� SURJUDP
ZKLFK� ZRXOG� UHTXLUH� FRRUGLQDWLRQ� RI� UHVRXUFHV� IURP� VHYHUDO� GLIIHUHQW
FRXQW\� JRYHUQPHQWV�� 7KLV� VXJJHVWV� WKDW� WKH� VWDWH�� ZKLOH� HQFRXUDJLQJ
QHWZRUN�GHYHORSPHQW�HYHU\ZKHUH��ZRXOG�KDYH�D�SDUWLFXODU�REOLJDWLRQ�WR
DVVLVW�UXUDO�ILUPV�

.HQWXFN\� UHFHQWO\� HVWDEOLVKHG� D� SURJUDP� NQRZQ� DV� WKH� 1HW�
ZRUNLQJ� ,QLWLDWLYH��DGPLQLVWHUHG�E\� WKH�&DELQHW� IRU�(FRQRPLF�'HYHORS�
PHQW�� 7KH� 1HWZRUNLQJ� ,QLWLDWLYH� SURYLGHV� LQIRUPDWLRQ�� H[SHUWLVH�
WUDLQLQJ�DQG�ILQDQFLDO�DVVLVWDQFH�WR�ILUPV�ZLVKLQJ�WR�HVWDEOLVK�D�QHWZRUN�
$V�RI�WKH�VSULQJ�RI�������WKH�SURJUDP�ZDV�VWLOO�HVWDEOLVKLQJ�JXLGHOLQHV�IRU
ILQDQFLDO� DVVLVWDQFH�� DOWKRXJK� LW� ZDV� DOUHDG\� SURYLGLQJ� RWKHU� NLQGV� RI
VXSSRUW� WR�D�KDQGIXO�RI� H[LVWLQJ�QHWZRUNV� LQ� WKH� VWDWH��+RZHYHU��PXFK

PRUH� FRXOG� EH� GRQH�� 6RPH� VWDWHV�
DQG� HYHQ� VRPH� FRXQWULHV�� KDYH
PDGH� QHWZRUNV� D� FRUQHUVWRQH� RI
WKHLU� GHYHORSPHQW� SROLF\��'HQPDUN
LV� ZLGHO\� DFNQRZOHGJHG� DV� KDYLQJ
RQH� RI� WKH� PRVW� VRSKLVWLFDWHG� QHW�

ZRUNLQJ�SURJUDPV� LQ� WKH�ZRUOG�� DQG� VHYHUDO� RWKHU� (XURSHDQ� FRXQWULHV
KDYH� HQDFWHG� SURJUDPV� WR� DFWLYHO\� HQFRXUDJH� QHWZRUNLQJ�� 1HWZRUNV
KDYH�EHHQ�VORZHU�WR�FDWFK�RQ�LQ�WKH�8QLWHG�6WDWHV��EXW�WKH\�DUH�XQGRXEW�
HGO\� DQ� HPHUJLQJ� FRQVLGHUDWLRQ� LQ� VWDWH� HFRQRPLF� GHYHORSPHQW� SODQV�
2UHJRQ�EHFDPH�D�OHDGHU�LQ�SURPRWLQJ�WKH�QHWZRUN�SURFHVV�ZLWK�SDVVDJH
LQ������RI�WKH�.H\�,QGXVWULHV�%LOO��7KLV�ELOO�VWLSXODWHV�WKDW�WKH�VWDWH�ZRUN
ZLWK��SULYDWH�ILUPV��LQGXVWU\�DVVRFLDWLRQV�DQG�RWKHUV��WR�HQFRXUDJH�FRRS�
HUDWLYH�� VHFWRU�EDVHG� VWUDWHJLHV� WR� SURPRWH� LQGXVWULDO� FRPSHWLWLYHQHVV�
�DV�FLWHG�LQ�6LPRQ���������7KH�&RPPRQZHDOWK�RI�9LUJLQLD�KDV�DOVR�HVWDE�
OLVKHG� DQ� HFRQRPLF� GHYHORSPHQW� SODQ� IRFXVLQJ� RQ� NH\� VHFWRUV� RI� WKH
HFRQRP\��ZLWK�RQH�RI�LWV�JRDOV�EHLQJ�WKH�FRQVWUXFWLRQ�RI�SXEOLF�SULYDWH
SDUWQHUVKLSV�

6WUHQJWKHQLQJ�.HQWXFN\
V�(FRQRPLF�)RXQGDWLRQV

.HQWXFN\
V� 6WUDWHJLF� 3ODQ� IRU� (FRQRPLF� 'HYHORSPHQW� OLVWV� �HQ�
FRXUDJLQJ� WKH� HVWDEOLVKPHQW� RI� PDQXIDFWXULQJ� QHWZRUNV�� DV� RQH� RI� LWV

6RPH�VWDWHV��DQG�HYHQ�VRPH�FRXQ�
WULHV�� KDYH�PDGH� QHWZRUNV� D� FRU�
QHUVWRQH� RI� WKHLU� GHYHORSPHQW
SROLF\�



WDFWLFV� IRU� UHGXFLQJ� XQHPSOR\PHQW� DQG� LQFUHDVLQJ� SHU� FDSLWD� LQFRPH�
7KH� WHDP�ZRUNLQJ�RQ� WKLV� WDFWLF� UHFRPPHQGHG� WKDW�XQOLNH�2UHJRQ�DQG
9LUJLQLD��.HQWXFN\�VKRXOG�QRW�GHVLJQDWH� VWDWHZLGH� LQGXVWULHV� WR�EH� WDU�
JHWHG� IRU� QHWZRUNLQJ� HIIRUWV�� 5DWKHU�� ORFDO� DQG� UHJLRQDO� FRPPXQLW\
JURXSV�DQG�EXVLQHVV�RUJDQL]DWLRQV�VKRXOG�LGHQWLI\�LQGXVWU\�VHFWRUV�RQ�D
UHJLRQDO�EDVLV�� DQG� WKH�&DELQHW� IRU�(FRQRPLF�'HYHORSPHQW�ZRXOG� WKHQ
RIIHU�VXSSRUW�WR�WKRVH�VHFWRUV��6HYHUDO�LQGXVWULHV�DUH�OLNHO\�FDQGLGDWHV�WR
EH�VHOHFWHG�E\�ORFDO�OHDGHUV�WR�UHFHLYH�QHWZRUNLQJ�DVVLVWDQFH��7KH�NH\�LQ�
GXVWULHV� GLVFXVVHG� HDUOLHU³DJULFXOWXUH�� DSSDUHO� DQG� VHFRQGDU\� ZRRG
SURGXFWV³DUH� YHU\� LPSRUWDQW� WR� FHUWDLQ� UHJLRQV� RI� WKH� VWDWH�� DQG� HDFK
RIIHUV�DQ�H[DPSOH�RI�KRZ�UHJLRQDO�ILUPV�FDQ�GHYHORS�HIIHFWLYH�QHWZRUNV�

$JULFXOWXUH�� � )DUPHUV
� FRRSHUDWLYHV� KDYH� EHHQ� LQ� H[LVWHQFH� IRU
GHFDGHV�EXW�KDYH�RQO\�KDG� OLPLWHG� VXFFHVV��&ULWLFV�QRWH� WKDW�PDUNHWLQJ
FRRSHUDWLYHV�KDYH�KDG�GLIILFXOW\�JHWWLQJ�JHRJUDSKLFDOO\�GLVSHUVHG�IDUP�
HUV� WR� ZRUN� WRJHWKHU�� PDQDJHPHQW� LV� VRPHWLPHV� SRRU� DQG� XQSURIHV�
VLRQDO�� SURILWV� RIWHQ� JR� WR� SULYDWH� LQYHVWRUV� LQVWHDG� RI� FRRSHUDWLYH
PHPEHUV��DQG�FRRSHUDWLYHV� FDQ�EHFRPH�VR� ODUJH� WKDW� WKH�PHPEHUV� ORVH
FRQWURO� RI� WKH� RUJDQL]DWLRQ�� <HW� D� QHZ� NLQG� RI� FRRSHUDWLYH�� RQH�ZKLFK
DGGV� YDOXH� WR� EXON� DJULFXOWXUDO� SURGXFWV�� KDV� GHPRQVWUDWHG� VRPH� UH�
PDUNDEOH�VXFFHVVHV��7KH�0LQQHVRWD�&RUQ�3URFHVVRUV�FR�RSHUDWLYH�EHJDQ
LQ� ����� DQG� WRGD\� LV� RQH� RI� WKH� ZRUOG
V� ODUJHVW� SURGXFHUV� RI� HWKDQRO�
IDUPHUV�ZKR�PDGH�WKH�PLQLPXP�LQYHVWPHQW�RI���������LQ������QRZ�RZQ
PRUH�WKDQ����������LQ�HTXLW\�DQG�UHFHLYHG�D�GLYLGHQG�RI�QHDUO\��������LQ
������$OVWHU���������)DUPHUV�ZKR�KHOSHG�SXUFKDVH�WKH�$PHULFDQ�&U\VWDO
6XJDU�FRRSHUDWLYH�LQ������RZQ�VKDUHV�ZRUWK�WZHQW\�WLPHV�WKHLU�RULJLQDO
LQYHVWPHQW��$OVWHU���7KHVH�VXFFHVVHV�KDYH�PDGH�IDUPHUV�YHU\� LQWHUHVWHG
LQ�IRRG�SURFHVVLQJ�FRRSHUDWLYHV��ZKHQ�WKH�1RUWKHUQ�&RUQ�3URFHVVRUV�FR�
RSHUDWLYH�RIIHUHG������PLOOLRQ�VKDUHV�WR�IDUPHUV��LW�UHFHLYHG�RIIHUV�IRU�����
PLOOLRQ�VKDUHV�LQ����KRXUV��$OVWHU��

7R� EH� VXFFHVVIXO�� IDUPHUV� QHHG� QRW� RUJDQL]H� RQ� VR� ODUJH� D� VFDOH�
QRU�PXVW�WKH\�IRUPDOO\�LQFRUSRUDWH�WKHLU�RUJDQL]DWLRQ��7KH�,RZD�6WUDWH�
JLF�$OOLDQFH�%HHI�3URMHFW� LQFOXGHV�RQO\�D�IHZ�GR]HQ�FRZ�FDOI�SURGXFHUV�
RQH� IHHGORW�RSHUDWRU� DQG�RQH�EHHI�SDFNHU��ZKR� FRRSHUDWH�ZLWK� RQH� DQ�
RWKHU�ZLWKRXW�FRQILQLQJ�WKHPVHOYHV�WR�WKH�UHJLPHQWV�RI�D�IRUPDO�RUJDQL�
]DWLRQ�� $ODQ� %RUVW�� DQ� DJULFXOWXUDO� HFRQRPLVW� IRU� 86'$�� ZULWHV� WKDW
�QHWZRUNV�KDYH�JHQHUDWHG�FRQVLGHUDEOH�H[FLWHPHQW�DPRQJ�VRPH�DJULFXO�
WXUDO� SURGXFHUV� ZKR� ZDQW� DQ� DOWHUQDWLYH� WR� WUDGLWLRQDO� FRRSHUDWLYHV�
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�������%RUVW�UHFRPPHQGV�WKDW�SURGXFHUV�ZKR�DUH�XQFHUWDLQ�ZKHWKHU�WKH\
ZDQW�WR�LPPHGLDWHO\�ULVN�LQYHVWLQJ�PXFK�WLPH�RU�PRQH\�LQ�D�IRUPDO�FR�
RSHUDWLYH�DJUHHPHQW�VKRXOG�ILUVW�HVWDEOLVK�D�VRIW�QHWZRUN��LQ�ZKLFK�WKH\
ZRXOG�VLPSO\�VKDUH�LQIRUPDWLRQ�RU�WUDLQLQJ�H[SHQVHV��6PDOOHU�� LQIRUPDO
QHWZRUNV� FDQ� OD\� WKH� IRXQGDWLRQ� IRU� KDUG� QHWZRUNV�� LQ� ZKLFK� IDUPHUV
PDUNHW�RU�SURFHVV�IRRG�MRLQWO\�

2QH�RI� WKH�GLVWLQJXLVKLQJ� IHDWXUHV�RI�KDUG�DJULFXOWXUDO�QHWZRUNV
�ZKDW�)RUEHV�PDJD]LQH� FDOOV� WKH� �QHZ�ZDYH� RI� IDUPHUV
� FR�RSV��� LV� WKDW
WKH\�DUH�QRZ�LQ�WKH�EXVLQHVV�RI�DGGLQJ�YDOXH�WR�D�ZLGH�YDULHW\�RI� IDUP
SURGXFWV� �$OVWHU�� ������� ,Q� UHFHQW� \HDUV�� FR�RSHUDWLYHV� KDYH� IRUPHG� WR
SURFHVV�ZKHDW�� FRUQ�� EURFFROL�� FDXOLIORZHU�� QDY\� DQG�SLQWR� EHDQV�� KRJV�
FDWWOH� DQG� EXIIDOR� �$OVWHU��� 6PDOO� QHWZRUNV� ZLOO� KDYH� WKH� IOH[LELOLW\� WR
SURFHVV� IRRG� IRU� QLFKH�PDUNHWV�� HQDEOLQJ� WKHP� WR� UHVSRQG� WR� FKDQJLQJ
PDUNHW�GHPDQG�DQG�RIIHU�FXVWRPL]HG�SURGXFWV� WR�FRQVXPHUV�ZKR�PD\
KDYH�YDVWO\�GLIIHUHQW�WDVWHV��%RUVW��������

,Q�.HQWXFN\��D�JUDQW� IURP� WKH�:��5��.HOORJJ�)RXQGDWLRQ� LV� HQD�
EOLQJ�QHWZRUNV�RI� IDUPHUV� DFURVV� WKH� VWDWH� WR�GHYHORS�PRUH� VXVWDLQDEOH
DJULFXOWXUDO�V\VWHPV��8VLQJ�VWDUW�XS�PRQH\��WKH�JURXSV�DUH�ZRUNLQJ�LQ�D
YDULHW\�RI�VHFWRUV��LQFOXGLQJ�FDWWOH�PDUNHWLQJ��RUJDQLF�DSSOH�SURGXFWLRQ�
GDLU\�SURGXFWV��YHJHWDEOHV�DQG�SRUN�JHQHWLFV��7KH�JRDO�RI�WKH�SURMHFW�LV�WR
LQFUHDVH�WKH�QHWZRUNV�RI� IDUPHUV�DQG�IDUP�JURXSV� LQ� WKH�VWDWH��%HFDXVH
PDQ\� IDUPHUV� LQ�.HQWXFN\�DUH�SDUW�WLPH�DQG�KDYH� OLPLWHG� UHVRXUFHV� WR
FRQWULEXWH�WR�D�QHWZRUN��SXEOLF�DQG�SULYDWH�LQVWLWXWLRQV�VXFK�DV�WKH�.HO�
ORJJ�)RXQGDWLRQ�KDYH�D�FULWLFDO�UROH�WR�SOD\��)LQDQFLDO�DVVLVWDQFH��SURIHV�
VLRQDO�PDQDJHPHQW�DQG�PDUNHW�UHVHDUFK�ZLOO�EH�HVVHQWLDO�IRU�LPSURYLQJ
RXU�DJULFXOWXUDO�QHWZRUNV�

$SSDUHO�0DQXIDFWXULQJ�� �7KH�FKDOOHQJH� IRU�DSSDUHO�PDQXIDFWXU�
HUV� LV� WR� FRPSHWH�ZLWK� IRUHLJQ� SURGXFHUV� ZKR� KDYH� ORZHU� ODERU� FRVWV�
5LFKDUG� 5RWKVWHLQ� RI� WKH� (FRQRPLF� 3ROLF\� ,QVWLWXWH� SRLQWV� RXW� WKDW� WKH
8QLWHG�6WDWHV�KDV�WKH�FRPSHWLWLYH�DGYDQWDJH� LQ�HYHU\�DVSHFW�RI�SURGXF�
WLRQ� H[FHSW� ZDJHV�� $SSDUHO� PDQXIDFWXUHUV� LQ� WKH� 8QLWHG� 6WDWHV� KDYH
PRUH� KLJKO\�WUDLQHG� DQG� SURGXFWLYH� ZRUNHUV�� VXSHULRU� WHFKQRORJ\�
PLQLPDO� SROLWLFDO� DQG� HFRQRPLF� LQVWDELOLW\�� QR� DGPLQLVWUDWLYH� FRVWV� RI
LPSRUWLQJ� RU� WUDYHO� WR� IRUHLJQ� SODQWV�� DQG� FORVH� SUR[LPLW\� WR� WKH� 8�6�
PDUNHW��PHDQLQJ�ORZHU�VKLSSLQJ�FRVWV��EHWWHU�TXDOLW\�FRQWURO�DQG�VKRUWHU
OHDG�WLPHV��5RWKVWHLQ��������



1HWZRUNV�FDQ�SOD\�DQ�LPSRUWDQW�UROH�LQ�KHOSLQJ�8�6��ILUPV�LQYHVW
LQ�WHFKQRORJLHV�DQG�ZRUNHU�WUDLQLQJ�SURJUDPV�WR�PDNH�WKHP�FRPSHWLWLYH
LQ� WKH� IDFH�RI� UDSLG�JOREDOL]DWLRQ��4XLFN�5HVSRQVH�SURJUDPV��ZKLFK�HV�
WDEOLVK�FORVHU�ZRUNLQJ�UHODWLRQVKLSV�ZLWK�UHWDLOHUV�DQG�HQDEOH�VKRUWHU�GH�
OLYHU\� WLPHV� DQG� RWKHU� SURGXFWLRQ� HIILFLHQFLHV�� DUH� EHLQJ� DGRSWHG� E\
PDQXIDFWXUHUV� WR� KHOS� UHGXFH� LQYHQWRU\� UHTXLUHPHQWV� DQG� HOLPLQDWH
VWRFNRXWV�IRU�UHWDLOHUV��2QH�H[DPSOH�RI�IOH[LEOH�PDQXIDFWXULQJ�DVVRFLDWHG
ZLWK�4XLFN�5HVSRQVH�SURJUDPV�LV�PRGXODU�PDQXIDFWXULQJ��:LWK�PRGX�
ODU�PDQXIDFWXULQJ��VPDOO� WHDPV�RI�HPSOR\HHV�XVH� VSHFLDOL]HG�� HOHFWURQL�
FDOO\�FRQWUROOHG� HTXLSPHQW� WR� SURGXFH� DQ� HQWLUH� JDUPHQW��:RUNHUV� DUH
WUDLQHG�WR�SHUIRUP�PXOWLSOH�WDVNV��DQG�SD\�DQG�LQFHQWLYHV�DUH�EDVHG�RQ
WHDP�SHUIRUPDQFH�LQ�RUGHU�WR�PLQLPL]H�GRZQWLPH�DQG�LPSURYH�TXDOLW\
�,7&�� ������� 2WKHU� H[DPSOHV� RI� WHFKQRORJLFDO� DGYDQFHPHQWV� XVHG� E\
ILUPV� LQ�4XLFN�5HVSRQVH�SURJUDPV� LQFOXGH� FRPSXWHU�DLGHG�GHVLJQ�DQG
HUJRQRPLFV��D�FRQFHSW�ZKLFK�LQYROYHV�GHVLJQLQJ�LQVWUXPHQWV�WR�LPSURYH
ZRUNHU� VDIHW\�� KHDOWK� DQG� SURGXFWLYLW\�� ,Q� DGGLWLRQ�� FRPPXQLFDWLRQV
WHFKQRORJ\�LV�YLWDO�WR�4XLFN�5HVSRQVH�SURJUDPV�EHFDXVH�DSSDUHO�PDQX�
IDFWXUHUV�PXVW�NHHS�LQ�FORVH�FRQWDFW�ZLWK�UHWDLOHUV�LQ�RUGHU�WR�ILOO�RUGHUV
DV� TXLFNO\� DQG� HIILFLHQWO\� DV� SRVVLEOH�� ,Q� GRLQJ� VR�� WKH\� LPSURYH� WKH
TXDOLW\�RI�VHUYLFH�DQG�UHGXFH� LQYHQWRU\�DQG�PDUNGRZQ�FRVWV� IRU� UHWDLO�
HUV�

4XLFN�5HVSRQVH�SURJUDPV�RIIHU� DSSDUHO�PDQXIDFWXUHUV� WKH�KRSH
RI�UHJDLQLQJ�WKHLU�FRPSHWLWLYH�SRVLWLRQ��EXW�WKH�FRVWV�RI�SXUFKDVLQJ�QHZ
HTXLSPHQW�DQG�XSJUDGLQJ�FRPPXQLFDWLRQV�FDSDELOLWLHV�FDQ�EH�GDXQWLQJ�
SDUWLFXODUO\�WR�VPDOOHU�ILUPV��0DQ\�ILUPV�KDYH�QRW�LQYHVWHG�LQ�HIILFLHQF\�
LQFUHDVLQJ� WHFKQRORJLHV� EHFDXVH� RI� WKH� ODFN� RI� VNLOOHG� ODERU� FDSDEOH� RI
XVLQJ�WKH�WHFKQRORJ\�DQG�WKH�IDLOXUH�RI�PDQDJHPHQW�WR�UHFRJQL]H�LWV�LP�
SRUWDQFH��,Q�DGGLWLRQ��PDQ\�ILUPV�KDYH�IDLOHG�WR�DGRSW�KLJK�SHUIRUPDQFH
PDQDJHPHQW�SUDFWLFHV�VXFK�DV�WHDP�SURGXFWLRQ�

:LWK� WKH� KLJK� FRVWV� RI� DGYDQFHG� WHFKQRORJ\� DQG� WUDLQLQJ�� QHW�
ZRUNV�FRXOG�RIIHU�DSSDUHO�PDQXIDFWXUHUV�FRQVLGHUDEOH�DGYDQWDJHV��)LUPV
PLJKW�FRQGXFW�ZRUNHU� WUDLQLQJ�SURJUDPV� MRLQWO\��DV� WKH�/RXLVYLOOH�SODV�
WLFV�PDQXIDFWXUHUV�GR��&RPPXQLFDWLRQV� DQG� HTXLSPHQW� FRVWV�PLJKW� EH
VKDUHG�DV�ZHOO��/HDUQLQJ�QHWZRUNV��WKH�HDVLHVW�NLQG�RI�QHWZRUNV�WR�HVWDE�
OLVK��ZRXOG�HQDEOH� ILUPV� WR� VKDUH� LQIRUPDWLRQ�DERXW�PDQDJHPHQW�SUDF�
WLFHV� DQG� FRVW�VDYLQJ� LGHDV�� 1RW� RQO\� FRXOG� DSSDUHO� ILUPV� FROODERUDWH
ZLWK�RQH�DQRWKHU��EXW�WKH\�FRXOG�DOVR�ZRUN�ZLWK�ORFDO�HGXFDWLRQDO�LQVWL�
WXWLRQV��DV�WKH\�GR�LQ�6RXWK�&DUROLQD��7KHUH��WKH�$SSDUHO�5HVHDUFK�&HQ�
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WHU�DW�&OHPVRQ�8QLYHUVLW\�ZRUNV�ZLWK�JURXSV�RI�DSSDUHO� ILUPV��SDUWLFX�
ODUO\�VPDOO�RQHV��WR�DLG�LQ�WHFKQRORJ\�WUDQVIHUV��LQFOXGLQJ�IOH[LEOH�PDQX�
IDFWXULQJ�SURFHVVHV��FRPSXWHU�DLGHG�GHVLJQ�DQG�ZRUNHU�WUDLQLQJ�LQ�WHDP�
EDVHG�PDQXIDFWXULQJ�

'LVSHUVLRQ�RI�ILUPV�DFURVV�D�ZLGH�JHRJUDSKLF�DUHD�ZRXOG�QRW�EH�D
SUREOHP�IRU�DSSDUHO�PDQXIDFWXUHUV�LQ�.HQWXFN\��0DQ\�SODQWV�DUH�ORFDWHG
LQ�WKH�VRXWK�FHQWUDO�SDUW�RI�WKH�VWDWH�DQG�ZRXOG�EH�DEOH�WR�ZRUN�WRJHWKHU
ZLWK�IUHTXHQW�IDFH�WR�IDFH�PHHWLQJV��,Q�WKH�VXPPHU�RI�������WKH�&DELQHW
IRU�(FRQRPLF�'HYHORSPHQW
V�1HWZRUNLQJ�8QLW� FRQGXFWHG� D� VHPLQDU� LQ
%RZOLQJ�*UHHQ��DQG�VHYHUDO�DSSDUHO� ILUPV�H[SUHVVHG�DQ� LQWHUHVW� LQ�SXU�
VXLQJ� WKH� QHWZRUNLQJ� LGHD�� 7KLV� FRXOG� EH� WKH� EHJLQQLQJ� RI� D� SURFHVV
ZKLFK�ZLOO� VWUHQJWKHQ� WKH� ODUJHVW�PDQXIDFWXULQJ� LQGXVWU\� LQ� UXUDO�.HQ�
WXFN\�

6HFRQGDU\�:RRG�3URGXFWV���.HQWXFN\�KDV�GRQH�PRUH�WR�SURPRWH
QHWZRUNLQJ�LQ�WKLV�LQGXVWU\�WKDQ�LQ�DQ\�RWKHU��+RXVH�%LOO������HQDFWHG�LQ
0DUFK�������FUHDWHG�WKH�.HQWXFN\�:RRG�3URGXFWV�&RPSHWLWLYHQHVV�&RU�
SRUDWLRQ� LQ� RUGHU� WR�� DPRQJ� RWKHU� WKLQJV�� GHYHORS� ZRUNIRUFH� WUDLQLQJ
SODQV�IRU�WKH�VHFRQGDU\�ZRRG�SURGXFWV�LQGXVWU\�DQG�UHYLHZ�SURSRVDOV�WR
HVWDEOLVK�QHWZRUNV�IRU�EXVLQHVVHV�DQG�LQGXVWULHV��7KH�OHJLVODWLRQ�VWDWHV�

7KH� .HQWXFN\�:RRG� 3URGXFWV� &RPSHWLWLYHQHVV� &RUSRUD�
WLRQ���VKDOO�SURYLGH�GHYHORSPHQW�DQG�SURPRWLRQ�DGYLFH�DQG�DVVLV�
WDQFH���WKDW�ZLOO�DOORZ�WKUHH�����RU�PRUH�VHFRQGDU\�ZRRG�LQGXVWU\
EXVLQHVVHV� WR�� SRRO� H[SHUWLVH�� LPSURYH� WHFKQRORJ\�� GHYHORS� QHZ
PDUNHWV��LPSURYH�HPSOR\HH�VNLOOV��LQFUHDVH�FDSLWDOL]DWLRQ��LPSURYH
SURGXFW�DQG�SURGXFWLRQ�TXDOLW\��DQG�GHYHORS�D�V\VWHP�RI�FROOHFWLYH
LQWHOOLJHQFH�DPRQJ�SDUWLFLSDWLQJ�HQWLWLHV�

7KH�&RUSRUDWLRQ� LV� LQVWUXFWHG� WR�ZRUN�ZLWK� WKH� 7RXULVP�� /DERU�
(FRQRPLF�'HYHORSPHQW��DQG�1DWXUDO�5HVRXUFHV�DQG�(QYLURQPHQWDO�3UR�
WHFWLRQ�&DELQHWV�� DV�ZHOO� DV� WKH�4XLFNVDQG�:RRG�8WLOL]DWLRQ�&HQWHU� LQ
%UHDWKLWW�&RXQW\��WKH�8QLYHUVLW\�RI�.HQWXFN\��(DVWHUQ�.HQWXFN\�8QLYHU�
VLW\��0RUHKHDG�6WDWH�8QLYHUVLW\�� WKH�FRPPXQLW\�FROOHJH�V\VWHP�DQG�WKH
.HQWXFN\�7HFK�6\VWHP��7KHVH�VWDWH�DJHQFLHV�DQG�UHJLRQDO�LQVWLWXWLRQV�DUH
HQOLVWHG��IRU�WKH�SXUSRVHV�RI�LQFUHDVLQJ�SURGXFW�TXDOLW\�DQG�SURGXFWLYLW\
RI� .HQWXFN\
V� ZRRG� SURGXFWV� PDQXIDFWXUHUV� DQG� SURFHVVRUV� DQG� HQ�
KDQFLQJ� WKH�JOREDO�FRPSHWLWLYHQHVV� >LWDOLFV�DGGHG@�RI�.HQWXFN\� VHFRQGDU\
ZRRG�SURGXFWV�LQGXVWULHV���.HQWXFN\�*HQHUDO�$VVHPEO\��������S�����



2QH� RI� WKH� HDUO\� VXFFHVVHV� RI� WKH� &RUSRUDWLRQ� LV� WKH� .HQWXFN\
:RRGZRUNHUV
� 1HWZRUN�� EDVHG� LQ� -RKQVRQ� &RXQW\�� $� ORFDO� H[WHQVLRQ
DJHQW�KDG�EHHQ�ZRUNLQJ�ZLWK�DUHD�ZRRGZRUNHUV�IRU�VHYHUDO�\HDUV�WR�ILQG
D�PDUNHW� IRU� WKHLU� SURGXFWV�ZKHQ� WKH�:RRG�3URGXFWV�&RPSHWLWLYHQHVV
&RUSRUDWLRQ�KHOSHG�WKH�:RRGZRUNHUV
�1HWZRUN�ILQG�D�EX\HU�LQ�/H[LQJ�
WRQ��7KH�1HWZRUN�KDV�VHFXUHG�FRQWUDFWV�IRU����������ZRUWK�RI�JRRGV�IRU
������DQG�VRPH�RI� WKH�FUDIW� LWHPV�ZLOO�EH�VROG�RYHUVHDV��1HWZRUN�PHP�
EHUV�DVVLVW�HDFK�RWKHU�ZKHQ�RUGHUV�H[FHHG�RQH�PHPEHU
V�FDSDELOLW\��WKXV
HQDEOLQJ� WKHP� WR� VHFXUH� ODUJHU� FRQWUDFWV� WKDQ� ZRXOG� EH� SRVVLEOH� LQGL�
YLGXDOO\�� )XUWKHUPRUH�� QHWZRUN� PHPEHUV� SXUFKDVHG� WKH� VDPH� W\SH� RI
HTXLSPHQW��WKH\�SXUFKDVH�PDWHULDOV�WRJHWKHU��WKH\�KHOS�WUDLQ�HDFK�RWKHU
DQG�WKH\�VHW�TXDOLW\�FRQWURO�VWDQGDUGV��7R�ORZHU�PDWHULDOV�FRVWV��WKH�QHW�
ZRUN� XVHV� ZRRG� ZDVWH� SURGXFWV� IURP�PDQXIDFWXUHUV� DFURVV� WKH� VWDWH�
WKXV�HQDEOLQJ�WKRVH�HQWHUSULVHV�WR�ORZHU�WKHLU�ZDVWH�GLVSRVDO�FRVWV�
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(QKDQFLQJ�WKH�&DSDFLW\
RI�(QWHUSULVHV�	�,QGXVWULHV

0DQ\�SHRSOH�DUH�GLVFRYHULQJ�WKH�EHQHILWV�RI�QHWZRUNV��1HWZRUN�VXSSRUW�DFWLYLWLHV
RIWHQ�RULJLQDWH�RXWVLGH�RI�VWDWH�JRYHUQPHQW��DQG�DUH�RIWHQ�SURYLGHG�E\�ORFDO�RUJDQL]DWLRQV
LQ�UHVSRQVH�WR�WKH�QHHGV�RI�VPDOO�SURGXFHUV�ZLWKLQ�D�SDUWLFXODU�UHJLRQ��7KH�1RUWKHUQ�(FR�
QRPLF�,QLWLDWLYHV�&HQWHU�RI�1RUWKHUQ�0LFKLJDQ�8QLYHUVLW\�XWLOL]HV�IDFXOW\��VWXGHQWV�DQG�VWDII
WR�SURYLGH�FRRUGLQDWHG�DVVLVWDQFH� WR�PLFUR�HQWHUSULVHV��EXVLQHVVHV� WKDW�HPSOR\� IHZHU� WKDQ
���SHRSOH��LQ�WKH�8SSHU�3HQLQVXOD��$�JUDGXDWHG�SURJUDP�RI�VHUYLFHV�HQDEOHV�PLFUR�EXVLQHVV
RZQHUV� WR� LPSURYH� SURGXFW� TXDOLW\�� SURGXFWLYLW\� DQG� PDUNHWLQJ�� 7KH� ORQJ�WHUP� JRDO� RI
VHUYLFHV� LV� WR�PRYH�RZQHU�RSHUDWHG�EXVLQHVVHV� WRZDUG� OLPLWHG�RU� IXOO�VFDOH�PDQXIDFWXULQJ
DQG�DFWLYH�SDUWLFLSDWLRQ�LQ�H[SRUW�PDUNHWV��$QGHUVRQ�DQG�/DPEHUW��������

:LQURFN�,QWHUQDWLRQDO��D�+HQGHUVRQ�6WDWH�8QLYHUVLW\�SURJUDP�LQ�$UNDQVDV��RIIHUV
DQ� H[DPSOH� RI� D� VXFFHVVIXO�� VHOI�VXVWDLQLQJ� LQGXVWULDO� H[WHQVLRQ� VHUYLFH��:LQURFN� SURYLGHV
VPDOO�ZRRG�DQG�PHWDO�LQGXVWULHV�ZLWK�D�UDQJH�RI�WHFKQLFDO�DQG�VXSSRUW�VHUYLFHV�GHVLJQHG�WR
H[SDQG�VDOHV�DQG�LPSURYH�SODQW�SURGXFWLYLW\�WKURXJK�SURFHVV�DQG�HTXLSPHQW�UHGHVLJQ�DQG
ZRUNHU� WUDLQLQJ��7KLV�PHPEHU�VXSSRUWHG�SURJUDP� IRUPV�DOOLDQFHV�RI� VPDOO�PDQXIDFWXUHUV
WKDW� MRLQWO\� VHFXUH� ELGV� IURP� IXUQLWXUH� PDQXIDFWXUHUV� DQG� EXLOGLQJ� VXSSOLHUV�� 0RUH� WKDQ
������VPDOO�PDQXIDFWXUHUV�SDUWLFLSDWH��7KLV�PRGHO�KROGV�SDUWLFXODU�SURPLVH�IRU�.HQWXFN\�DV
LW� VHHNV� WR� DGYDQFH� WKH� ZRRG� SURGXFWV� LQGXVWU\�� 7KURXJK� FRRSHUDWLRQ�� ZRRG� SURGXFWV
PDQXIDFWXUHUV� DQG� FUDIWV� ZRUNHUV� FDQ� RYHUFRPH� GHILFLHQFLHV� LQ� WUDLQLQJ�� HTXLSPHQW� DQG
SURGXFWLRQ�FDSDFLW\�

6LPLODUO\��WKH�0RQWDQD�:RPHQ·V�(FRQRPLF�'HYHORSPHQW�*URXS��:('*��SURYLGHV
FRQVXOWDWLRQ�� WUDLQLQJ� DQG� PXFK�QHHGHG� FDSLWDO� WR� ZRPHQ� HQWUHSUHQHXUV� LQ� ILYH� UXUDO�
PRXQWDLQRXV� FRXQWLHV� RI�ZHVWHUQ�0RQWDQD�� 6LQFH� ������ WKH� RUJDQL]DWLRQ� KDV� DFKLHYHG� UH�
PDUNDEOH�UHVXOWV��KHOSLQJ�HQWUHSUHQHXUV�WR�FUHDWH��H[SDQG�RU�VXVWDLQ�EXVLQHVVHV�HPSOR\LQJ
PRUH�WKDQ�����SHRSOH��2QO\���SHUFHQW�RI�:('*�FOLHQWV�KDYH�HLWKHU�VROG�WKHLU�EXVLQHVVHV�RU
RSWHG�QRW�WR�JR�LQWR�EXVLQHVV�VLQFH�WKH�VHUYLFH�RUJDQL]DWLRQ�ZDV�ODXQFKHG�LQ�������7KURXJK
VHUYLFH� WR�ZKDW� WUDGLWLRQDO� OHQGHUV� DQG� VXSSRUW� RUJDQL]DWLRQV�ZRXOG� UHFRJQL]H� DV� DQ� XQ�
OLNHO\�FOLHQW�EDVH��:('*�KDV�HQDEOHG�DQG�HPSRZHUHG�HQWUHSUHQHXUV�WR�H[SDQG�WKHLU� LQGL�
YLGXDO� FDSDELOLWLHV� DQG�� FRQVHTXHQWO\�� LPSURYH� WKH� FDSDFLW\� RI� WKH� UHJLRQ� DV� D� ZKROH�
3UHVHQWO\�� WKH� %HUHD�EDVHG� RUJDQL]DWLRQ�� 0RXQWDLQ� $UHD� &RPPXQLW\� (FRQRPLF� 'HYHORS�
PHQW��0$&('���LV�ZRUNLQJ�RQ�D�VLPLODU�SURMHFW��:HUH�.HQWXFN\�DFWLYHO\�HQJDJHG�LQ�FDSDF�
LW\�EXLOGLQJ�DV�D�SULPDU\�GHYHORSPHQW�VWUDWHJ\��WKLV�SURMHFW�ZRXOG�EH�D�OLNHO\�FDQGLGDWH�IRU
IXQGLQJ� DQG� UHSOLFDWLRQ� LQ� UXUDO� UHJLRQV� WKURXJKRXW� WKH� VWDWH��:('*� RIIHUV� DQ� H[FHOOHQW
PRGHO�RI�RUJDQL]DWLRQDO�OHYHUDJH�DQG�VRFLDO�FDSLWDO�WKDW�FRXOG�KHOS�UDLVH�ODERU�IRUFH�SDUWLFL�
SDWLRQ�UDWHV�DPRQJ�ZRPHQ�LQ�UXUDO�DUHDV��D�VLJQLILFDQW�REVWDFOH�WR�LQFUHDVHG�SURVSHULW\�

,Q�UXUDO�$UNDQVDV��6RXWKHUQ�'HYHORSPHQW�%DQFRUSRUDWLRQ��D�FRPPXQLW\�GHYHORS�
PHQW�EDQN��DQG�WKH�$UNDQVDV�(QWHUSULVH�*URXS��$(*���ZKLFK�FRRUGLQDWHV�WKH�ZRUN�RI�ILYH
IRU�SURILW�DQG�QRQ�SURILW�RUJDQL]DWLRQV��FRPELQH�WR�SURYLGH�D�UDQJH�RI�VHUYLFHV�DQG�FDSLWDO
WR� EXVLQHVVHV� DQG� ORZ�LQFRPH� LQGLYLGXDOV� ZKR�ZDQW� WR� EHFRPH� VHOI�HPSOR\HG�� 6RXWKHUQ
DQG�$(*�KDYH�LQYHVWHG�PRUH�WKDQ�����PLOOLRQ�LQ�VPDOO�HQWHUSULVHV�DQG�SURYLGHG������PLO�
OLRQ�LQ�VKRUW�WHUP�ILQDQFLDO�DVVLVWDQFH�LQ�DGGLWLRQ�WR�SURYLGLQJ�YLWDO�VXSSRUW�VHUYLFHV�WR�KHOS
EXVLQHVVHV� LPSURYH� WKH� PDQDJHPHQW� RI� DFFRXQWLQJ�� IRUHFDVWLQJ�� DFTXLVLWLRQV�� HTXLSPHQW
OHDVLQJ��HWF��$GGLWLRQDOO\��WKH�SURJUDP�KDV�SURYLGHG�ORZ�FRVW��KLJK�TXDOLW\�RIILFH�VSDFH�IRU
UXUDO�HQWHUSULVHV��$(*�LV�DQ�H[DPSOH�RI�DFKLHYLQJ�JUHDWHU�OHYHUDJH�DQG�LPSDFW�WKURXJK�RU�
JDQL]DWLRQDO� FROODERUDWLRQ�� D� PRGHO� WKDW� FDQ� EH� EURDGO\� HQFRXUDJHG� DQG� UHZDUGHG� ZLWK
ILQDQFLDO�LQFHQWLYHV�DQG�WHFKQLFDO�VXSSRUW�
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7KLQN�*OREDOO\�
$FW�/RFDOO\

KH�VORJDQ�WKDW�RULJLQDWHG�ZLWK�HQYLURQPHQWDOLVWV�LV�DOVR�DSSOLFDEOH
IRU� WKRVH�FRQFHUQHG�DERXW� WKH�HFRQRPLF� IXWXUH�RI� UXUDO�.HQWXFN\�
$FWLQJ�ORFDOO\�LV�LPSHUDWLYH��IRU�UXUDO�.HQWXFN\�FRQWLQXHV�WR�VKRXO�

GHU�PDQ\�RI�WKH�SUREOHPV�ZKLFK�KDYH�WUDGLWLRQDOO\�EXUGHQHG�LW³SRYHUW\�
ORZ�HGXFDWLRQDO�DFKLHYHPHQW�� MREOHVVQHVV�� LQDGHTXDWH�DFFHVV��DQG�WKH� OLVW
JRHV�RQ��7KH�IDFW� WKDW� WKHVH�DUH�FRQWLQXLQJ� OHJDFLHV� LQ�PDQ\�SDUWV�RI� WKH
VWDWH� LV� UHDVRQ�HQRXJK� WR�GUDPDWLFDOO\� FKDQJH�RXU�DSSURDFK� WR�GHYHORS�
PHQW�� $V� WKH� VD\LQJ� JRHV�� �,I
\RX� NHHS� GRLQJ� ZKDW� \RX
UH
GRLQJ��\RX
OO�NHHS�JHWWLQJ�ZKDW
\RX
YH� JRW��� %XW� LI� RXU� GUHDPV
DQG� DVSLUDWLRQV� IRU� UXUDO� .HQ�
WXFN\�DUH�WR�EHFRPH�UHDOLW\��ZH
PXVW� QRZ� FRQWHQG� ZLWK� DQ�
RWKHU� VHW� RI� IRUFHV� IDU� EH\RQG
RXU�FRQWURO�� WUDGH� OLEHUDOL]DWLRQ��JURZLQJ�HFRQRPLF� LQWHUGHSHQGHQFH��ULV�
LQJ� VWDQGDUGV� IRU� TXDOLW\� DQG� LQFUHDVHG� LQWHUQDWLRQDO� FRPSHWLWLRQ�� ,Q
VKRUW��ZH�PXVW�WKLQN�JOREDOO\�

8QIRUWXQDWHO\��QRW�HYHU\ERG\�ZLOO�EH� WUHDWHG�NLQGO\�E\� WKH� IRUFHV
RI�JOREDOL]DWLRQ��DW�OHDVW�LQ�WKH�VKRUW�UXQ��:LWK�H[SDQGLQJ�ZRUOG�PDUNHWV
DQG� ULVLQJ� LQWHUQDWLRQDO� LQYHVWPHQW�ZLOO� FRPH� LQFUHDVHG� FRPSHWLWLRQ� IRU
PDUNHW� VKDUHV� DEURDG� DQG� KHUH� DW� KRPH�� 7KH�8QLWHG� 6WDWHV� LPSRUWV� WR�
EDFFR�� FORWKLQJ�� IRRG�� DXWRPRELOHV�� RLO�� IXUQLWXUH� DQG�PDQ\� RWKHU� SURG�

7
���LI�RXU�GUHDPV�DQG�DVSLUDWLRQV� IRU� UX�
UDO�.HQWXFN\�DUH�WR�EHFRPH�UHDOLW\��ZH
PXVW� QRZ� FRQWHQG�ZLWK� DQRWKHU� VHW� RI
IRUFHV�� WUDGH� OLEHUDOL]DWLRQ�� JURZLQJ
HFRQRPLF� LQWHUGHSHQGHQFH�� ULVLQJ� VWDQ�
GDUGV� IRU� TXDOLW\� DQG� LQFUHDVHG� LQWHU�
QDWLRQDO�FRPSHWLWLRQ�



XFWV�ZKLFK�FRPSHWH�ZLWK�.HQWXFN\�LQGXVWULHV��$W�WKH�VDPH�WLPH��JURZ�
LQJ�SRSXODWLRQV�DQG�ULVLQJ� LQFRPHV� LQ� WKH�GHYHORSLQJ�ZRUOG��FRPELQHG
ZLWK�D�FOLPDWH�RI�PRUH�OLEHUDOL]HG�WUDGH��DUH�FUHDWLQJ�KXJH�H[SRUW�RSSRU�
WXQLWLHV�IRU�DJULFXOWXUH�DQG�PDQXIDFWXULQJ��2XU�FKDOOHQJH�LV�WR�DYRLG�WKH
GDQJHUV�RI�JOREDOL]DWLRQ�DQG�WR�WDS�WKH�RSSRUWXQLWLHV�LW�\LHOGV�

:KR�ZLQV� DQG�ZKR� ORVHV� DV� D� UHVXOW� RI� LQWHUQDWLRQDO� WUDGH� ZLOO
SDUWO\�GHSHQG�RQ�WKH�MREV�SHRSOH�KDYH�DQG�WKH�SURGXFWV�WKH\�PDNH��7KH
VNLOOV�DQG�SURGXFWV�RI�WKH�SDVW��DVVRFLDWHG�ZLWK�PDVV�SURGXFWLRQ�DQG�VSH�
FLDOL]DWLRQ� RI� ODERU�� DUH� JLYLQJ�ZD\� WR� QHZ� VNLOOV� DQG� SURGXFWV³WKRVH
EDVHG� RQ� IOH[LELOLW\�� TXDOLW\� DQG� FXVWRPL]DWLRQ�� 7KH� 8�6�� UROH� LQ� WKH
JOREDO�HFRQRP\�ZLOO�EH�WR�VXSSO\�KLJK�TXDOLW\��FXVWRPL]HG�SURGXFWV�DQG
VHUYLFHV��ILUPV�ZLWK�D�ORZ�VNLOO��ORZ�ZDJH�ZRUNIRUFH�PD\�EH�KXUW�E\�LQ�
FUHDVHG� LPSRUWV�� 7KH� PL[� RI� LQGXVWULHV� LQ� WKH� GLIIHUHQW� UXUDO� FRXQWLHV
PHDQV� WKDW�VRPH�FRXQWLHV�PD\�VXIIHU� MRE� ORVV�RU� VWDJQDQW�ZDJHV��ZKLOH
RWKHU�FRXQWLHV�PD\�HQMR\�D�PXFK�EULJKWHU�IXWXUH�

/RZ� LQWHUHVW� LQ� H[SRUWLQJ� DQG� XQIDPLOLDULW\� ZLWK� RSSRUWXQLWLHV
DQG�TXDOLW\� UHTXLUHPHQWV�ZLOO�KLQGHU�H[SRUW�JURZWK� LQ� UXUDO�.HQWXFN\�
3URJUDPV�RIIHULQJ�WHFKQLFDO�DVVLVWDQFH�ZLOO�QR�GRXEW�EH�HVVHQWLDO� IRU� LQ�
FUHDVLQJ�.HQWXFN\
V�H[SRUWV��EXW�LW�ZRXOG�DSSHDU�WKDW�IRU�QRZ�WKH�PRVW
SUHVVLQJ�QHHG�LV�WR�JHQHUDWH�PRUH�LQWHUHVW�LQ��DQG�XQGHUVWDQGLQJ�RI��WKH
H[SRUW� SURFHVV�� 2QFH� WKLV� LV� DFFRPSOLVKHG�� VPDOO� DQG� UXUDO� ILUPV� ZLOO
KDYH�D�OLVW�RI�QHHGV��LQFOXGLQJ�NQRZOHGJH�RI�IRUHLJQ�PDUNHWV��VSHFLDO�FXO�
WXUDO� DQG� ODQJXDJH� VNLOOV�� UHJXODWLRQ� H[SHUWLVH� DQG� ILQDQFLQJ�� 'U�� 5�(�
%XUQHWW��DVVLVWDQW�GLUHFWRU�RI�WKH�3DWWHUVRQ�6FKRRO�RI�'LSORPDF\�DQG�,Q�
WHUQDWLRQDO�&RPPHUFH��UHFRPPHQGV��JUDVV�URRWV��DVVLVWDQFH�WR�JLYH�UXUDO
ILUPV�KDQGV�RQ�OHDUQLQJ�DERXW�WKH�H[SRUW�SURFHVV�DQG�WR�GHPRQVWUDWH�WKH
SRVLWLYH�UHVXOWV�IURP�WUDGH�

*OREDOL]DWLRQ� ZLOO� KDYH� D� GLUHFW� LPSDFW� RQ� UXUDO� .HQWXFN\�� 7KH
QHHGV� DQG� REVWDFOHV� SURGXFHUV� IDFH�ZLOO� FUHDWH� QHZ� UHVSRQVLELOLWLHV� IRU
.HQWXFN\
V�UXUDO�FRPPXQLWLHV��,QGXVWULDO�EHVW�SUDFWLFHV��DFURVV�WKH�QDWLRQ
DQG�DURXQG�WKH�ZRUOG��HQJDJH�DOO�PHPEHUV�RI�D�FRPPXQLW\�LQ�HIIRUWV�WR
FUHDWH� LQWHUQDWLRQDOO\� FRPSHWLWLYH� DJULFXOWXUDO� DQG� PDQXIDFWXULQJ� QHW�
ZRUNV�� 7KURXJK� WKHVH� QHWZRUNV�� ILUPV� FDQ� DGGUHVV� FRPPRQ� SUREOHPV
DQG�RSSRUWXQLWLHV�DQG�DW�WKH�VDPH�WLPH�WUDLQ�GLVDGYDQWDJHG�FLWL]HQV�DQG
SURYLGH�HTXLSPHQW�DQG�FXUULFXOD�IRU�HGXFDWLRQDO�LQVWLWXWLRQV��&RPPXQL�
WLHV�� LQ� WXUQ�� FDQ� GHFLGH�ZKLFK� LQGXVWULHV� DUH� FULWLFDO� WR� WKH� VXUYLYDO� RI
WKHLU�UHJLRQ�DQG�XVH�WKHLU�UHVRXUFHV�WR�VWUHQJWKHQ�WKRVH�LQGXVWULHV�
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.HQWXFN\�VWDWH�JRYHUQPHQW�KDV�EHJXQ�DQ� LQLWLDWLYH� WR�HQFRXUDJH
WKH�IRUPDWLRQ�RI�QHWZRUNV��EXW�D�PXFK�PRUH�DPELWLRXV�SURJUDP�LV�SRV�
VLEOH�� 6RPH� VWDWHV� DQG� QDWLRQV� KDYH� IRFXVHG� PDQ\� PRUH� UHVRXUFHV� RQ
QHWZRUNV� DQG� XVH� WKHP� DV� D� NH\� HOHPHQW� RI� GHYHORSPHQW� SROLF\�� 7KH
.HQWXFN\�:RRG�3URGXFWV�&RPSHWLWLYHQHVV�&RUSRUDWLRQ� RIIHUV� D�PRGHO
RI�KRZ�WKH�VWDWH�PLJKW�HQDEOH�ILUPV�LQ�RWKHU�LQGXVWULHV�WR�IRUP�FRPSHWL�
WLYH�QHWZRUNV��ZKLFK�ZRXOG�EH�VXSSRUWHG�E\�UHJLRQDO�RUJDQL]DWLRQV�DQG
VWDWH�DJHQFLHV��,Q�WKH�HQG��WKRXJK��VXFFHVV�OLHV�LQ�WKH�KDQGV�RI�EXVLQHVV�
SHRSOH�� FRPPXQLW\� OHDGHUV�� VFKRROV� DQG� RWKHU� FLYLF� LQVWLWXWLRQV�� 2QO\
WKH\�FDQ�DFW�ORFDOO\�





Resources

5HVRXUFHV
$OVWHU��1����������*HWWLQJ�WKH�PLGGOHPDQ
V�VKDUH��)RUEHV���������������

$PHULFDQ�)RUHVW�	�3DSHU�$VVRFLDWLRQ�� ��������7KH������RXWORRN� IRU� WKH� IRUHVW�SURGXFWV� LQ�
GXVWU\��:DVKLQJWRQ��'&��$XWKRU�

$QGHUVRQ�� +�� 5��� 	� /DPEHUW�� /�� ������� 1RYHPEHU�'HFHPEHU��� /HYHUDJLQJ� HFRQRPLF
WUDQVIRUPDWLRQ��7KH�UROH�RI�LQGXVWULDO�QHWZRUNV��)LUP�&RQQHFWLRQV�������

%DUUHWW��$���������$SULO������,W
V�D�VPDOO��EXVLQHVV��ZRUOG��%XVLQHVV�:HHN���������

%HGQDU]LN�� 5��:�� ������� )HEUXDU\���$Q� DQDO\VLV� RI�8�6�� LQGXVWULHV� VHQVLWLYH� WR� IRUHLJQ
WUDGH�����������0RQWKO\�/DERU�5HYLHZ�������������

%OHDNOH\��)���������0DUFK������)RUHLJQ�LQYHVWPHQW�LQ�8�6��VXUJHG�LQ�������7KH�:DOO�6WUHHW
-RXUQDO��S��$��

%RUVW��$�� ������� -DQXDU\���1HWZRUN�0RYHPHQW� 3UHVHQWV� &KDOOHQJHV��2SSRUWXQLWLHV� IRU
)DUPHU�&RRSHUDWLYHV��)DUPHU�&RRSHUDWLYHV������������

%RVZRUWK��%�� ������� -DQXDU\�)HEUXDU\��� ,QWHUILUP� FRRSHUDWLRQ��7KH�SRLQWV� RI� LQWHUYHQ�
WLRQ��)LUP�&RQQHFWLRQV����������

%RVZRUWK��%��	�5RVHQIHOG��6����������6LJQLILFDQW�2WKHUV��([SORULQJ�WKH�3RWHQWLDO�RI�0DQXIDF�
WXULQJ�1HWZRUNV��&KDSHO�+LOO��1&��5HJLRQDO�7HFKQRORJ\�6WUDWHJLHV��,QF�

%URXQ��'�������D��1RYHPEHU�'HFHPEHU���$&(QHW�LQ�WKH�KROH��0DQXIDFWXULQJ�QHWZRUNV
ZLWK�D�WZLVW��)LUP�&RQQHFWLRQV�����������

BBBBB�� �����E��1RYHPEHU�'HFHPEHU���*UHDW�%ULWDLQ
V�7KH�	�3ULQW�1HWZRUN��)LUP�&RQ�
QHFWLRQV�����������

BBBBB�� �����D�� -DQXDU\�)HEUXDU\��� 7KH�PHWDOZRUNLQJ� FRQVRUWLXP��:HGGLQJ� HFRQRPLF
GHYHORSPHQW�WR�VRFLDO�VHUYLFH��)LUP�&RQQHFWLRQV����������

BBBBB�������E��0DUFK�$SULO���9DOXH�6\VWHPV�,QF�
V�UHFLSH�IRU�VXFFHVV��7KLQN�VPDOO��EHQH�
ILW�ELJ�WLPH��)LUP�&RQQHFWLRQV����������

%URZQ��%�� �������2FWREHU�����2IILFLDOV�EHJLQ�VHDUFK� IRU�)UXLW�RI� WKH�/RRP�UHSODFHPHQW�
*UHHQVEXUJ�5HFRUG�+HUDOG��S��$��

&KLOGUHVV��0����������7KH�IXWXUH�RI�EXUOH\�WREDFFR��3RWHQWLDO�RXWFRPHV��SRLQWV�RI�OHYHUDJH�DQG
SROLF\� UHFRPPHQGDWLRQV�� )UDQNIRUW�� .<�� 7KH� .HQWXFN\� /RQJ�7HUP� 3ROLF\� 5HVHDUFK
&HQWHU�



&RPPXQLW\� )DUP�$OOLDQFH�� �������� ,QYHVWLQJ� LQ� WKH� IDUPV� DQG� FRPPXQLWLHV� RI� $PHULFDªV
WREDFFR�UHJLRQ���:RUNLQJ�'UDIW���%HUHD��.<��$XWKRU�

&RRSHU��5����������7KH�JOREDOL]DWLRQ�RI�PDUNHWV��$�(XURSHDQ�SHUVSHFWLYH��,Q�7KH�JOREDO�
L]DWLRQ� RI� ZRRG�� 6XSSO\�� SURFHVVHV�� SURGXFWV�� DQG� PDUNHWV�� 3URFHHGLQJV� RI� WKH� FRQIHUHQFH
VSRQVRUHG� E\� WKH� )RUHVW� 3URGXFWV� 6RFLHW\� DQG� WKH�2UHJRQ� )RUHVW� 5HVRXUFHV� ,QVWLWXWH��1R�
YHPEHU������������SS������������0DGLVRQ��:,��)RUHVW�3URGXFWV�6RFLHW\�

'DYLV��%��	�+DUSHU��/���������0DUFK������0LGGOH�FODVV
V�IHDUV�DERXW�FRPLQJ�\HDUV�PLJKW
EH�PLVJXLGHG��7KH�:DOO�6WUHHW�-RXUQDO��S��$��

'LFNHUVRQ��.�� �������� �7H[WLOHV� DQG� DSSDUHO� LQ� WKH� LQWHUQDWLRQDO� HFRQRP\��1HZ�<RUN��0DF�
PLOODQ�

'UDEHQVWRWW��0��	�%DUNHPD��$�� ��������1HZ�GLUHFWLRQV� IRU�8�6�� DJULFXOWXUDO� H[SRUWV�� >2Q�
OLQH@��$YDLODEOH�KWWS���XQOYP�XQO�HGX�H[SRUWV�KWP�

(DVWHUQ�.HQWXFN\�8QLYHUVLW\�&HQWHU�IRU�(FRQRPLF�'HYHORSPHQW�	�7KH�.HQWXFN\�'LYL�
VLRQ�RI�)RUHVWU\����������7KH������VHFRQGDU\�ZRRG�PDQXIDFWXUHUV�GLUHFWRU\���UG�(GLWLRQ��
5LFKPRQG��.<��$XWKRUV�

(QJOH��$��'��	�6KDUS��5��5�� ��������$�SLORW�VWXG\�RQ� WKH�QDWXUH�RI�JOREDO� UHODWLRQVKLSV
DPRQJ�VPDOO�DQG�PHGLXP�VL]HG�EXVLQHVV�HVWDEOLVKPHQWV� LQ�VRXWKHDVWHUQ�.HQWXFN\�
7KH�.HQWXFN\�-RXUQDO�RI�(FRQRPLFV�DQG�%XVLQHVV������������

(VS\��0�� ������� -DQXDU\�)HEUXDU\��� 8�6�� DJULFXOWXUH�� 1HZ� SULRULWLHV��$JULFXOWXUDO� 2XW�
ORRN������

)RUHLJQ�$JULFXOWXUDO� 6HUYLFH�� �����D��$SULO��� )DFW� VKHHW��8�6�� DJULFXOWXUDO�� ILVK�� DQG�ZRRG
H[SRUWV��>2Q�OLQH@��$YDLODEOH�KWWS���ZZZ�XVGD�JRY������IDV�
IDV�SXEOLFDWLRQV�IDV�IDFWVKHHWV�LPSWI\���KWPO

)RUHLJQ�$JULFXOWXUDO�6HUYLFH�������E���8�6��([SRUWV�RI�$JULFXOWXUDO��)LVK�	�)RUHVWU\
3URGXFWV�WR�$OO�&RXQWULHV��>2Q�OLQH@��$YDLODEOH�KWWS�����������������IDV�
QWGE�ELFR�ELFR����W[W

)RUHLJQ�$JULFXOWXUDO�6HUYLFH������F��$SULO���:RRG�3URGXFWV�7UDGH�DQG�)RUHLJQ�0DUNHWV
�:3�������:DVKLQJWRQ��'&��$XWKRU�

)ULHGEHUJ��0���������$SULO������&UDQNLQJ�RXW�WKH�VDYLQJV��7KH�.HQWXFN\�3RVW��S���.�

)UXLW�RI�WKH�/RRP�SODQW�FORVLQJ���������6HSWHPEHU������3ULQFHWRQ�7LPHV�/HDGHU��S��$��

*ROGWKZDLW��&����������6WDWHPHQW�E\�&KULVWRSKHU�*ROGWKZDLW��JHQHUDO�VDOHV�PDQDJHU��)RUHLJQ
$JULFXOWXUDO�6HUYLFH��86'$��EHIRUH�WKH�6XEFRPPLWWHH�RQ�)RUHLJQ�$JULFXOWXUH�DQG�+XQJHU�
+RXVH�&RPPLWWHH�RQ�$JULFXOWXUH��$SULO�����������6HULDO�1R����������



Resources

+D\ZRRG��&�� �������)DOO���7KH� HFRQRPLF� VLJQLILFDQFH�RI�7R\RWD�0RWRU�0DQXIDFWXULQJ�
8�6�$���,QF��LQ�.HQWXFN\��(FRQRPLF�'HYHORSPHQW�5HYLHZ������������

.HQWXFN\�&DELQHW�IRU�(FRQRPLF�'HYHORSPHQW���������������.HQWXFN\�'LUHFWRU\�RI�0DQX�
IDFWXUHUV��)UDQNIRUW��.<��$XWKRU�

.HQWXFN\�*HQHUDO�$VVHPEO\���������0DUFK�����+RXVH�%LOO�1R�������)UDQNIRUW��.<��$XWKRU�

.HQWXFN\�/HJLVODWLYH�5HVHDUFK�&RPPLVVLRQ����������.HQWXFN\
V�KXJH�H[SRUW� WUDGH�UHS�
UHVHQWHG�LQ�(XURSH��$VLD��.HQWXFN\
V�*OREDO�&RQQHFWLRQV��������

.RUHW]��*���������$SULO������&KLQD�JLYHV�WKH�IDUP�EHOW�D�KDQG��%XVLQHVV�:HHN�����

/RXLVYLOOH�-HIIHUVRQ� &R�� 2IILFH� IRU� (FRQRPLF� 'HYHORSPHQW�� �Q�G���� ,QGXVWU\� 1HWZRUNV�
/RXLVYLOOH��.<��$XWKRU�

0LWWHOKDXVHU��0���������)DOO���0DQXIDFWXULQJ��,W
V�VWLOO�WKH�LQGXVWULDO�DJH��2FFXSDWLRQDO
2XWORRN�4XDUWHUO\������������

1HW1HZV���������1RYHPEHU�'HFHPEHU���)LUP�&RQQHFWLRQV�������

BBBBB���������-DQXDU\�)HEUXDU\���)LUP�&RQQHFWLRQV�������

1RWKGXUIW��:����������6WDWH�LQQRYDWLRQV�LQ�DJULFXOWXUDO�SROLF\PDNLQJ��:DVKLQJWRQ��'&��7KH
&RXQFLO�RI�6WDWH�3ROLF\�	�3ODQQLQJ�$JHQFLHV�

2VK.RVK�%
*RVK�WR�FORVH�0DUURZERQH�SODQW���������$XJXVW����&OLQWRQ�&R��1HZV��S��$��

3URJUDP�3URILOH���������0D\���&OHDULQJKRXVH�RQ�6WDWH�,QWHUQDWLRQDO�3ROLFLHV�������

3\NH��)���������1RYHPEHU�'HFHPEHU���6WUHQJWKHQLQJ�VHUYLFHV�WKURXJK�FRRSHUDWLRQ��7KH
H[DPSOH�RI�*RVKHLP�LQ�*HUPDQ\��)LUP�FRQQHFWLRQV�����������

5HGPDQ��-��	�6HDUV��'���������$XJXVW���+HOSLQJ�UXUDO�PDQXIDFWXUHUV�DGMXVW�WR�QHZ�WUDGH
UXOHV��'HYHORSLQJ�VWDWH�VWUDWHJLHV�IRU�WKH�UXUDO�DSSDUHO�LQGXVWU\��5XUDO�'HYHORSPHQW�5H�
VHDUFK�5HSRUW�1R�������:DVKLQJWRQ��'&��8QLWHG�6WDWHV�'HSDUWPHQW�RI�$JULFXOWXUH�
(FRQRPLF�5HVHDUFK�6HUYLFH�

5RWKVWHLQ��5����������.HHSLQJ�MREV�LQ�IDVKLRQ��$OWHUQDWLYHV�WR�WKH�HXWKDQDVLD�RI�WKH�8�6��DSSDUHO
LQGXVWU\��:DVKLQJWRQ��'&��(FRQRPLF�3ROLF\�,QVWLWXWH�

6LPRQ��-���������0DUFK�$SULO���2UHJRQ
V�LQGXVWU\�DVVRFLDWLRQV��,QIRUPDO��HFOHFWLF��HIIHF�
WLYH��)LUP�&RQQHFWLRQV�������������

6SHQFHU��$�� ��������.HQWXFN\�VHFRQGDU\�ZRRG� LQGXVWU\�GHYHORSPHQW��$Q�DVVHVVPHQW� DQG� DF�
WLRQ�SODQ��5LFKPRQG��.<��(DVWHUQ�.HQWXFN\�8QLYHUVLW\�



6X��%��:��	�&KHQWUHQV��&��$���������1RYHPEHU���)RUHLJQ�WUDGH�DOWHUQDWLYHV�IRU�HPSOR\�
PHQW�DQG�RFFXSDWLRQV��������0RQWKO\�/DERU�5HYLHZ�������������

7LFK\��5����������3URGXFW�GHYHORSPHQW��7KH�NH\�WR�JOREDO�FRPSHWLWLYHQHVV�� ,Q�7KH�JORE�
DOL]DWLRQ� RI�ZRRG�� 6XSSO\�� SURFHVVHV�� SURGXFWV�� DQG�PDUNHWV�� 3URFHHGLQJV� RI� WKH� FRQIHUHQFH
VSRQVRUHG� E\� WKH� )RUHVW� 3URGXFWV� 6RFLHW\� DQG� WKH�2UHJRQ� )RUHVW� 5HVRXUFHV� ,QVWLWXWH��1R�
YHPEHU������������SS�����������0DGLVRQ��:,��)RUHVW�3URGXFWV�6RFLHW\�

8QLYHUVLW\�RI�.HQWXFN\��&HQWHU�IRU�$JULFXOWXUDO�([SRUW�'HYHORSPHQW���������-XO\���.HQ�
WXFN\ªV�IRRG�SURFHVVLQJ�LQGXVWU\��8SGDWH���)DFWVKHHW�1R�������/H[LQJWRQ��.<��$XWKRU�

8�6��%XUHDX�RI� WKH�&HQVXV�� ��������&RXQW\� EXVLQHVV�SDWWHUQV������.HQWXFN\� �&%3��������
:DVKLQJWRQ��'&��8�6��*RYHUQPHQW�3ULQWLQJ�2IILFH�

BBBBB����������&RXQW\�EXVLQHVV�SDWWHUQV������.HQWXFN\��&%3���������:DVKLQJWRQ��'&��8�6�
*RYHUQPHQW�3ULQWLQJ�2IILFH��

BBBBB����������&RXQW\�EXVLQHVV�SDWWHUQV������.HQWXFN\��&%3���������:DVKLQJWRQ��'&��8�6�
*RYHUQPHQW�3ULQWLQJ�2IILFH��

BBBBB����������&RXQW\�EXVLQHVV�SDWWHUQV������.HQWXFN\��&%3���������:DVKLQJWRQ��'&��8�6�
*RYHUQPHQW�3ULQWLQJ�2IILFH��

BBBBB����������&RXQW\�EXVLQHVV�SDWWHUQV������.HQWXFN\��&%3���������:DVKLQJWRQ��'&��8�6�
*RYHUQPHQW�3ULQWLQJ�2IILFH��

8�6��%XUHDX�RI�(FRQRPLF�$QDO\VLV����������)RUHLJQ�'LUHFW�,QYHVWPHQW�LQ�WKH�8QLWHG�6WDWHV�
������:DVKLQJWRQ��'&��$XWKRU�

BBBBB����������)RUHLJQ�'LUHFW�,QYHVWPHQW�LQ�WKH�8QLWHG�6WDWHV��(VWDEOLVKPHQW�'DWD�IRU�0DQX�
IDFWXULQJ��������:DVKLQJWRQ��'&��$XWKRU�

8�6�� %XUHDX� RI� (FRQRPLF�$QDO\VLV�� 5HJLRQDO� (FRQRPLF�0HDVXUHPHQW� 'LYLVLRQ�� ������
0D\���5HJLRQDO�(FRQRPLF�,QIRUPDWLRQ�6\VWHP�>&'�520@��:DVKLQJWRQ��'&��$XWKRU�

8�6��'HSDUWPHQW� RI�$JULFXOWXUH�� (FRQRPLF� 5HVHDUFK� 6HUYLFH�� �����D��� /RQJ�WHUP� ZRUOG
DJULFXOWXUDO�FRPPRGLW\�EDVHOLQH�SURMHFWLRQV��6WDII�5HSRUW�1R��$*(6��������:DVKLQJWRQ�
'&��$XWKRU�

8�6�� 'HSDUWPHQW� RI� $JULFXOWXUH�� (FRQRPLF� 5HVHDUFK� 6HUYLFH�� �����E��� ����� 5HYLVHG
FRXQW\�W\SRORJ\�E\�VWDWH��:DVKLQJWRQ��'&��$XWKRU�

8�6��'HSDUWPHQW�RI�&RPPHUFH�	�8�6��,QWHUQDWLRQDO�7UDGH�$GPLQLVWUDWLRQ��������������
,QGXVWULDO�2XWORRN��:RRG�3URGXFWV��>2Q�/LQH@�$YDLODEOH�JRSKHU���
XQD�KK�OLE�XPLFK�HGX�������HEE�LQGXVWU\�RXWORRN�LQGRXW���W[W
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8�6��,QWHUQDWLRQDO�7UDGH�&RPPLVVLRQ���������-DQXDU\���3RWHQWLDO� LPSDFW�RQ�WKH�8�6��HFRQ�
RP\�DQG�VHOHFWHG� LQGXVWULHV�RI� WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW�� �86,7&�3XEOL�
FDWLRQ��������:DVKLQJWRQ��'&��$XWKRU�

BBBBB���������-XQH���3RWHQWLDO�,PSDFW�RQ�WKH�8�6��(FRQRP\�DQG�,QGXVWULHV�RI�WKH�*$77�8UX�
JXD\� 5RXQG� $JUHHPHQWV�� 9ROXPH� ��� �86,7&� 3XEOLFDWLRQ� ������� :DVKLQJWRQ�� '&�
$XWKRU�

BBBBB�� ������� -DQXDU\��� ,QGXVWU\� 	� 7UDGH� 6XPPDU\�� $SSDUHO�� �86,7&� 3XEOLFDWLRQ� ������
:DVKLQJWRQ��'&��$XWKRU�

9DQWUHHVH��9�� ��������7KH� LPSRUWDQFH�RI� LQWHUQDWLRQDO�PDUNHWV� WR�.HQWXFN\�DJULFXOWXUH��/H[�
LQJWRQ��.<��8QLYHUVLW\�RI�.HQWXFN\��&HQWHU�IRU�$JULFXOWXUDO�([SRUW�'HYHORSPHQW�

:RUOG�%DQN���������$SULO���*OREDOL]DWLRQ�WDNHV�KROG���1HZV�UHOHDVH�QR�����6�����:DVKLQJ�
WRQ��'&��$XWKRU�


